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in the Court of Appeals of the District of Columbia. 


No. 2115. 

W. W. Degge et al., Appellants, 
vs. 

Frank H. Hitchcock, as Postmaster General of the United States. 


a Supreme Court of the District of Columbia. 

At Law. No. 52209. 

^ • JYDegge, The Wellington Association, a Corporation: The 
Wellington Development Company, a Corporation, and The 
Wellington Investment Company, a Corporation, Petitioners, 

vs. 

r rank H. Hitchcock, as Postmaster General of the United States, 

Respondent. 

United States of America, 

District of Columbia, ss: 

Be it remembered, that in the Supreme Court of the District of 
Columbia, at the City of Washington, in said District, at the times 
hereinafter mentioned, the following papers were filed and proceed¬ 
ings had in the above-entitled cause, to wit: 

1 Petition. 

Filed Dec. 10, 1909. 

In the Supreme Court of the District of Columbia. 

At Law. No. 52209. 

W . W. Degge, The W ellington Association, a Corporation j The 
Wellington Development Company, a Corporation, and The 
Wellington Investment Company, a Corporation, Petitioners, 

vs. 

Frank H. Hitchcock, as Postmaster General of the United States, 

Respondent. 

Your Petitioners, appearing by O. A. Erdman, their Attorney, 
respectfully represent and show to the Court: 

1. That the Wellington Association, The Wellington Develop¬ 
ment Company and The Wellington Investment Company are cor- 
1—2115a 
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porations respectively organized under the laws of the Territory of 
Arizona, and the said corporations constitute what is commonly 
known and designated as The Wellington System. 

2. That The \\ ellington Association aforesaid maintains a busi¬ 
ness office in the City of Boulder and State of Colorado, and acts as 
the fiscal agent of The Wellington Development Company and The 
Wellington Investment Company aforesaid. 

3. That W. W. Degge is a citizen of the United States and is the 
President and Business Manager of each of the said Corporations 
and resides in the City of Boulder in the State of Colorado, afore- 

said. 

2 4. That the respondent, Frank H. Hitchcock is and was 
at the time of the acts herein complained of, the duly ap¬ 
pointed, qualified and acting Postmaster General of the United 
States. 

5. That some time in the year A. D. 1905 complaint was 
lodged by some person to the said petitioners unknown, in the Post 
Office Department of The United States, containing charges against 
the aforesaid \\. W. Degge, the nature of which is to the aforesaid 
petitioners unknown, and the said charges were filed numbered and 
designated as case Number 61,995-C, and were on the thirty-first 
day of July, A. D. 1905, referred to the then Chief Inspector of the 
Post Office Department, residing at the City of Denver in the said 
State of Colorado, for investigation. 

b. That from time to time thereafter various items of informa¬ 
tion in relation to the aforesaid Wellington Association and other 
corporations managed by the said W. W. Degge, and their business, 
were requested of the aforesaid W. W. Degge by the aforesaid Chief 
Inspector at Denver. Colorado, and were furnished by the said W. W. 
Degge as requested. 

7. That on, to-wit, the twenty-first day of January, A. D. 1909, 
by the direction of George Von L. Meyer, then the duly appointed, 
qualified and acting Postmaster General of the United States, the 
aforesaid W. \\. Degge was cited to answer a charge of using the 
United States mails in a scheme to defraud, and to show cause why 
a fraud order should not be issued, which said citation was served 
on the said W. W. Degge by the Postmaster in the City of Boulder, 
in the State of Colorado, on the twenty-fifth day of January, A. D. 
1909, and the fifteenth day of February A. I). 1909 was then 

3 fixed for the hearing thereof, and said citation being in the 
following form, to wit: 

Post Office Department, 

Office of the Assistant Attorney General, 

Washington, Januari/ 21, 1909. 

W. W. Degge, Boulder, Colorado. 

Sir: Enclosed herewith is a memorandum outlining certain 
charges which, by direction of the Postmaster General, are under 
examination in this office, to the effect that you are engaged in 
conducting a scheme or device for obtaining ’ money or property 
through the mails by means of false or fraulent pretenses, representa- 
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tions, or promises, in violation of Secs. 3929 and 4041 of the Revised 
statutes as amended, a copy of which is also sent herein. It will be 
observed that these statutes authorize the Postmaster General to 
prohibit the delivery of mail and the payment of money orders ad¬ 
dressed to, or drawn to the order of, any person or company found 

character 1 ^ ^ m<U ** ^ operation of a scheme or device of this 

It is desired that you make reply to the charges set forth in this 
memorandum, and February 15, 1909, at 10:30 o’cock a. m. is 
designated as the time when the case will be considered Your 
reply must be in writing. It may be forwarded by mail, or you may 
present it in person or by attorney at that time and supple- 
4 ment the same by oral argument. Should you fail to make 

j. answer by the time named, the case will be considered and 

disposed of m your absence. 

Respectfully, (Signed) R. P. GOODWIN, 

Assistant Attorney General. 

8. That accompanying the said citation was a written memoran¬ 
dum of the charges in said citation referred to, which said memo¬ 
randum was in the following form, to-wit. 

Post Office Department, 

Office of the Assistant Attorney General. 

Washington, January 21, 1909. 

Memorandum for the Assistant Attorney General. 

In re W. W. Degge, Boulder, Colorado. 

This person is operating a scheme for obtaining money through 
the mails by means of false and fraudulent pretenses, representa¬ 
tions and promises. Said scheme in a general way is about as fol¬ 
lows : 

He has created a Wellington Association, which he controls 
and dominates, and of which he is the owner except small in¬ 
terests in some other parties. From time to time he creates 
various other concerns, all of which he also controls and domi- 
r nates. The stock of these various subsidiary concerns he sells 

5 through the mails to the public at various prices under par, 

using for the purpose great quantities of printed advertising 
circulars, therein falsely pretending that with the funds to be 
obtained from sale of such stock said companies will be 
developed into mining and other enterprises of great value 
and profit, and many other false statements. The funds obtained by 
such sale of stock he diverts to his own enrichment by various meth¬ 
ods, such as by sale of property from said Association to the subsid¬ 
iary company, by contracts for commissions to said Association for 
selling stock, and bv various other methods. 

In the operation of this scheme he is getting mail as The Welling¬ 
ton Association, The Wellington Development Company, The 
Wellington Investment Company, The Wellington System, and also 
in his own name, W. W. Degge. 
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I recommend that a fraud order be issue# against him and these 
addresses. 


P. V. KEYSER, 
Assistant Attorney. 


9. That in response to the citation aforesaid the said W. W. 
Degge, together with his counsel, O. A. Erdman of Denver, Colo¬ 
rado, appeared at the time therein fixed, before R. P. Goodwin, Es¬ 
quire, Assistant Attorney General for the Post Office Department of 
the United States, and showed good and sufficient cause in writing 
why a fraud order should not be issued, as mentioned in the said 
charges and citation. 

10. That upon the said hearing no witnesses were sworn nor was 
any sworn testimony of any kind taken or considered, either in sup¬ 
port of or in opposition to the said charges by the said R. P. Good- 

win, but the only so-called evidence then and there consid- 

6 ered by the said R. P. Goodwin consisted of the printed and 
published advertisements of the said W. W. Degge and 

printed circulars issued by him at various times, together with state¬ 
ments alleged to have been made by the said W. W. Degge on the 
eighteenth day of November, A. D. 1908 to Inspectors Birdseye and 
Durand of the said Post Office Department and taken down in 
also a printed report contained in a circular headed “Suc¬ 
cess of an audit of the books of the aforesaid and other corpora¬ 
tions made by The Continental Audit Company of Denver, Colorado, 
as of the thirtieth day of June, A. D. 1908, which said circular was 
issued by the said W. W. Degge from Boulder, Colorado in the 
month of November, A. D. 1908, and is marked Vol. V. No. 8; also 
a report m writing made by the said Inspectors Birdseye and Durand, 
purporting to contain the result of an examination made bv them in 
the said month of November, A. D. 1908, of the books and records 

kept in the office of the said W. W. Degge at the said City of Boulder, 
Colorado. 

11. That only a few of the statements made in writing by the said 
W. W. Degge showing cause as aforesaid why a fraud order should 
not be issued in the said matter were then, or at any time thereafter, 
considered by the said R. P. Goodwin, and the said IV. IV. Degge 

*^ ere u P. on the said hearing produced and submitted to the 
said R. P. Goodwin as evidence, a large number of exhibits consist- 
ing of letters, deeds, declarations of trust, certificates of stock, se¬ 
curities and other documents, all of which were then and 

7 there wholly ignored by the said R. P. Goodwin, and were 
never then nor thereafter considered bv him. 

12. That upon the completion of the said hearing the said R. P. 
Goodwin took the said matters under advisement, and thereafter- 
wards, under date of March 8th, A. D. 1909, prepared and submitted 
as his findings and conclusions thereon to the aforesaid Frank H 
Hitchcock, Postmaster General as aforesaid, a memorandum in writ¬ 
ing, too lengthy to be incorporated in this petition, containing state¬ 
ments and deductions, drawn in detail from the so-called evidence so 
as aforesaid considered by him. and reported as his conclusions i n 
the matter to the said Frank H. Hitchcock, that thS w w! 
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Th! g w U !r er . his ? wn f la ! ue ’ and al *> under the several names of 
nanv Th ^n- A f° Cla T tl0n ' The Wa »ington Development Com- 
STOtem^vL'In^dington Investment Company and The Wellington 
System, was engaged in operating and conducting a scheme for ob- 

and fVm I H,°I ley t thr ? ugh the Unit °d States mails by means of false 
and fraudulentpretcnses, representations and promises in violation 

Un tlTJ m r d Se ° tio11 , 4041 * Revised Statutes of C 

the said S w e V n n reC0 TK nt lv a fraud order be issu ed against 

SJSdZJThVw’H’ T « e ' VelIin « ton Investment Company 

as such nrllv We ,n n £°" Svf4em ’ and ‘heir officers and agents 
2f 7 a c Prohibiting the Postmaster at the said city of Boulder 

the^sah °Citv 0 ,"f R eh iT in r , lnail received a ‘ the Post Office in 
- f Boulder, Colorado, to any of the aforesaid persons or 

corporations, which said memorandum was signed by the 
sai< ?* P * Goodwin as such Assistant Attorney General and 

hM M' id F “" k « Hil *” k . 

JL T ^ ‘hereaftenvards the said Frank H. Hitchcock, as Post¬ 
master General of the United States, adopted and confirmed the 
aforesaid so-called findings and conclusions of the said R. P Good- 
win so as aforesaid reported to him, the said Postmaster General 
without any notice to the said W. W. Degge or to any of the afore- 

^nn 0rP 7 t,0nS ’ °Z 8ny ° f [ he 1'elitioners herein, and without anv 
earing of anj objection thereto, and thereupon, to-wit on the 
twenty-ninth day of March. A. D. 1909, the said Frank H Hitch- 

0 *l tm p te * r Ge , neral °f ‘ l,c United States, issued and trans- 

Pwi Postr ? aster a ‘ the Mid «ty of Boulder, Colorado, an 
Executive order in the words and figures following, to-wit: 

“Post Office Department, 

Washington. 

Order No. 2170. 

oJL^ Ving i b / e ? made J°. app f ar t0 the P ^tmaster General, upon 
evidence satisfactory to him, that W. W. Degge, The Wellington 

Association, The Wellington Development Company, The Wellfng- 
ton Investment Company and The Wellington System, and their 
officers and agents as such, at Boulder, Colorado, are engaged in con¬ 
ducting a scheme or device for obtaining money through the mails 

nrnr^p 11 * * ° f and / r ^ u<Iulent pretenses, representations and 
promises, in violation of the act of Congress entitled “An act to 

amend certain sections of the Revised Statutes relating to lotteries 

and for other purposes.” approved September 19 1890_ 

Now, therefore, by authority vested in him by said act, and bv the 
aot of Congress entitled “An act for the suppression of lottery traffic 
through international and interstate commerce and the postal serv¬ 
ice, subject to the jurisdiction and laws of the United States ” an- 
proved March 2, 1895, the Postmaster General hereby forbids you to 
pay any Postal Money Order drawn to the order of said party and 
concerns, and you are hereby directed to inform the remitter of anv 

•7 
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such postal Money Order that payment thereof has been forbidden, 
and that the amount thereof will be returned upon the pres* 

9 entation of the original order or a duplicate thereof applied 
for and obtained under the regulations of the Department. 

And you are hereby instructed to return all letters, whether regis¬ 
tered or not, and other mail matter which shall arrive at your office 
directed to the said party and concerns, to the postmasters at the 
offices at which they were originally mailed, to be delivered to the 
senders thereof, with the word “Fraudulent” plainly written or 
stamped upon the outside of such letters or matter, provided, how¬ 
ever, that where there is nothing to indicate who are the senders of 
letters not registered, or other matter, you are directed in that case to 
send such letters and matter to the Division of Dead Letters with the 
word “Fraudulent” plainly written or stamped thereon, to be dis¬ 
posed of as other dead matter under the laws and regulations ap¬ 
plicable thereto. 

(Signed) F. H. HITCHCOCK, 

Postmaster General. 

To the Postmaster, Boulder, Colorado. 

(Case 61995-G.)” 

14. That as the effect and result of the said order the stockholders 
in the said corporations respectively, and all other persons transact¬ 
ing business with any of the said Corporations or with the said W. W. 
Degge, are wholly and effectually prevented from communicating 
by means of the United States mail with the said W. W. Degge or 
any of the said Corporations, or any of their officers or agents as 
such at the City of Boulder, Colorado, and the said W. W. Degge 
and the said corporations and their officers and agents as such are 
and each of them is, wholly and effectually prevented from receiv¬ 
ing any communication through the United States mails at the said 
City of Boulder from any of the said Stockholders or other persons 
under anv circumstances whatsoever. 

15. That the business in which the said corporations and each of 
them and the said AV. AV. Degge, as President and Manager of 

10 each of the said Corporations, are engaged, and were engaged 
wffien the acts before complained of w T ere committed, consists 

in making investments in lands, Irrigation Ditches, Irrigation 
reservoirs, Mines and Mining property, Corporate Stocks, Securities 
and the like, and neither the said AV. AV. Degge, nor any of the said 
corporations is or was at any of the times aforesaid engaged in any 
business or practices forbidden by Section 3929 or Section 4041 of 
the Revised Statutes of the United States, nor in conducting any lot¬ 
tery, gift enterprise, or scheme for the distribution of money, "or of 
any real or personal property, by lot chance, or drawing of any kind, 
nor in any other scheme or device for obtaining money or prop¬ 
erty of any kind through the mails by means of false or fraudulent 
pretenses, representations or promises, nor anything prohibited bv 
anv law of the United States whatsoever. 

16. That no evidence of any character or description showing or 
tending to show’ that either the said AV. AV. Degge or any of the said 
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corporations was or were engaged in any of the practices mentioned 
in Section 3929 or Section 4041 of the Revised Statutes of the United 
States aforesaid, was ever brought to the attention or knowledge of 
the said Frank H. Hitchcock, Postmaster General as aforesaid or 

neither was H made t0 appear to’the 
aid Frank H. Hitchcock, Postmaster General as aforesaid, on anv 
evidence whatsoever, that either the said W. W. Degge or any of the 

l, a iw£lT 0 7iI 10 p ? r have ever been engaged in any business pro- 
i ited b\ the Postal Laws of the Lnited States, or in any scheme or 

11 l V1C T^ r ,° b if? lng m ? ne r V or P ro Perty of any kind through 
n the Lnited States marls by means of false and fraudulent 

• « ,. pret 0 e " s ® s > representations or promises, as defined and set forth 
m .'section 3929 or Section 4041 of the Revised Statutes of the United 
fcrtates aforesaid and the petitioners herein say that the said Frank H 
Hitchcock, Postmaster General of the United States as aforesaid, had 
plained of Ctl ° n " dlfl ‘ soever to issue the aforesaid order herein com- 

JL Tba * the faC ^ sh ? w ? b y the evidence so as aforesaid sub- 

hi t ,, °5 °° nS i dered , b y the aforesaid R. P. Goodwin in 
the matter aforesaid, and reported by him to the said Frank H 

Hitchcock Postmaster General of the United States as aforesaid,' 

upon which the said Frank H. Hitchcock acted in issuing the afor<£ 

said order, are wholly insufficient in the law to sustain the findings 

p d M K 0 'i°T , H 0 ?L reP , 0rted b / ‘ h e , said R- P- Goodwin to the said 
. . HRcncock as aforesaid, and the said facts are wholly 

insufficient in the law to constitute any scheme or device for ob¬ 
taining money through the United States mails by means of false 
and fraudulent pretenses, representations or promises, within the 
meaning of Section 3929 or Section 4041 of the Revised Statutes of 
the United States aforesaid, or any law whatsoever authorizing the 
sai ',o P ^[ mast 5 . General to issue the order herein complained of. 

18. The petitioners herein further show to the Court that none 
of them have done anything unlawful in the Prosecution of their 
business neither have any of them used, nor are any of them using 
the United States mails for the transportation of anything 
12 vicious, dangerous, corrupting or immoral, nor anything 
justifying the Post Office Department of the United States 
in refusing to deliver any communications whatsoever sent to them 
or any of them through the United States mails, postage prepaid 
addressed to the aforesaid Corporations respectively or theOfficers 
or agents thereof as such, or to the said \V. W. Degge at Boulder 
Colorado but the said petitioners and each of them are advised and 
believe that they have the legal and Constitutional right to have any 
and all such communications before referred to transported by 
means of such mails and delivered to the said W. W. Degge or to 
the aforesaid Corporations, respectively, their officers or agents as 
such at the said City of Boulder, Colorado, whenever the same are 
properly addressed, postage prepaid and deposited in the mails for 
that, purpose, and the aforesaid order operates to deprive the said pe¬ 
titioners and each of them of their lawful and Constitutional right to 
the use of the said mails for the purposes aforesaid, in violation of 
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the Constitution and laws of the United States and particularly of 
Article 4 and Article 5 of the amendments to the Constitution of 
the United States aforesaid. 

19. And the said petitioners further show to the Court that many 
of the said stockholders, and other persons, since the issuance of the 
said order herein complained of, have deposited in the United States 
mails sundry and divers letters, postage prepaid, addressed to the 
said W. W. Degge and to the Corporations aforesaid respectively, at 
the said City of Boulder in the State of Colorado aforesaid, many of 

them, containing remattances of money due the said corpora- 

13 tions, or one or more of them, but none of which contained 
any matter forbidden by law, but the Postmaster at the said 

City of Boulder, acting by the direction and order of the said Frank 
H. Hitchcock, hereinbefore set forth and complained of, unlawfully 
and in violation of Article 4 of the amendments to the Constitution 
of the United States aforesaid, has unlawfully seized the said letters, 
without warrant at the said City of Boulder, Colorado, and has 
stamped them with the word “Fraudulent” upon the envelope in 
which the same were respectively enclosed, and has returned the same 
to the writers thereof respectively, and has therefore unlawfully de¬ 
prived the petitioners herein of the use and facilities of the United 
States Mails, and of money and other property contained in the said 
letters, without due process of law and in violation of Article 5 of 
the Amendments to the Constitution of the United States aforesaid, 
and still continues so to do. 

20. That the aforesaid order of the Postmaster General operates 
effectually to prevent the said The Wellington Association from 
transacting any business by mail, thereby causing the said Corpo¬ 
ration a loss of profits exceeding the sum of twenty-five thousand 
dollars per annum, and as a result of the said order the said Corpora¬ 
tion is wholly prevented from collecting more than one hundred 
thousand dollars due on stocks sold for the Wellington Development 
Company and The Wellington Investment Company aforesaid, and 
in so doing, and by the means and in the manner aforesaid the 
said Frank H. Hitchcock has exercised and is exercising an authority 

under the United States wholly unwarranted by the Con- 

14 stitution or laws of the United States. 

21. The petitioners herein further show to the court that 
they have no remedy in the premises by appeal, writ of error or 
otherwise, save and except the writ herein prayed for. 

Wherefore the petitioners respectfully pray the Court to 
issue its writ of Certiorari herein, commanding the said Frank H. 
Hitchcock, by a certain day to be designated and fixed in the said 
writ, to certify to this Honorable Court the record and proceedings 
in the matters aforesaid, together with all documents, exhibits and 
evidence, printed and written, submitted to or considered by the 
said R. P. Goodwin as aforesaid, and remaining on file in the office 
of the said Postmaster General, as well as the findings and conclu¬ 
sions upon which the said Postmaster General acted in issuing the 
order herein complained of, to the end that this Honorable Court 
may review the same, and the said petitioners further pray that upon 
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the hearing and review thereof this Honorable Court may forthwith 
quash, annul, set aside and hold for naught the aforesaid order 
herein complained of, at the costs of the respondent herein named, 
and that in the meantime the aforesaid order may be superseded and 
the execution thereof suspended according to law. 

And the petitioners will ever pray. 

0. A. ERDMAN, 
Attorney for Petitionen. 

15 State of Colorado, 

County of Boulder, ss: 

°- Erdman, being first duly sworn, upon his oath deposes and 
says that he is the attorney for the petitioners named and designated 
n the foregoing petition; that he has read the foregoing petition and 
knows the contents thereof, and that the same is true according to 
the best of his information, knowledge and belief. 

0. A. ERDMAN. 

\ S D b 1909 e<1 and S "° rn 10 bef ° re me this 3rd da >' of December, 

My commission expires January 20th, 1913. 

[® EAL -] ‘ JOHN A. WEBBER, 

Notary Public. 

Rule to Show Cause. 


Filed Dec. 10, 1909. 

In the Supreme Court of the District of Columbia. 

At Law. No. 52209. 

P EGGE ' The Wellington Association, a Corporation: The 
Wellington Development Company, a. Corporation, and The 
Wellington Investment Company, a Corporation, Petitioners, 

vs. 

Frank H. Hitchcock, as Postmaster General of the United States, 

Respondent. 

16 Upon the petition filed herein it is this 10th dav of De¬ 
cember, A. D. 1909, ordered: 

That the respondent show cause, if any he has, before this Court 
on W r ed. December 15, A. D. 1909, at the hour of 10 A. M. why the 
prayer of said petition for a writ of certiorari should not be granted • 
provided a copy of this order be served upon the said respondent on 
or before December 11th, A. D., 1909. 

W r RIGHT, Justice. 

Marshal*s Return. 

Served copy of within order on Frank Hitchcock, Postmaster 
General of the United States, personally. 

December 10, 1909. 

AULICK PALMER, Marshal. 

2—2115a 
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Order Extending Time for Filing Answer. 

Filed Dec. 15, 1909. 

In the Supreme Court of the District of Columbia. 

At Law. No. 52209. 

W. W. Degge et al., Petitioners, 

vs. 

Frank H. Hitchcock, Postmaster-General of the United States. 

17 It is this 15th day of December, A. D. 1909, 

Ordered: That the time for the respondent to file his 
answer to the rule to show cause issued herein on the 11th 
day of December, A. I). 1909, be and the same is hereby extended to 
the 18th day of December, A. D. 1909. 

It is further ordered: That the hearing on the said petition filed 
herein and the said answer to the rule to show cause be and the same 
is hereby extended to the 20th day of December, A. I). 1909. 

By the Court. 

WRIGHT, Justice. 


Answer of Respondent. 

Filed Dec. 20, 1909. 

In the Supreme Court of the District of Columbia. 

At Law. No. 52209. 

W. W. Degge et al.. Petitioners. 

vs. 

Frank H. Hitchcock, Postmaster General of the United States, 

Respondent. 

The respondent, Frank H. Hitchcock, Postmaster General of the 
United States, especially reserving unto himself all benefit of any 
exception to the uncertainties and defects of the petition filed herein, 
and to the lack of jurisdiction of this court over him to grant 
18 the writ of certiorari to compel him to certify the records and 
documents referred to in said petition to this court, and 
of the lack of jurisdiction of this court to review the matters passed 
upon by this respondent involving the exercise of his judgment and 
discretion, and objecting to the lack of jurisdiction to interfere with 
this respondent in the course of his administrative duties, and 
especially excepting to the failure of the said bill to show any right 
on the part of the petitioners to the relief therein prayed for, and ob¬ 
jecting to the lack of status on behalf of the petitioners to maintain 
their suit, nevertheless for answer unto said rule and the said peti¬ 
tion 4 says: 
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1, 2, & 3. That he is advised that the allegations contained in the 
first, second and third paragraphs of the petition are substantially 
true, but for want of personal knowledge can neither admit nor deny 

the same, and so far as it may be material, calls for strict proof 
thereof. 

4. This respondent admits the allegations of the fourth paragraph 
of said petition that he was duly appointed, qualified, and is now 
achng as Postmaster General of the United States. 

5. Answering the fifth paragraph of the said petition this respond¬ 
ent says that he is informed that some time prior to this respondent’s 
becoming the Postmaster General of the United States, there was a 
complaint lodged in the Post Office Department of the United States, 
against the said W . W. Degge, and that the said charges were re¬ 
ferred to the proper authorities of the Post Office Department, for 

investigation, but this respondent says that owing to the fact 
19 that many of the papers and records of the case now under 
consideration are not at present on file in the office of this 
respondent at \\ ashington, District of Columbia, but are on file in 
the office of the Post Office Department at Denver, Colorado, this 
respondent cannot at the present time more fully answer the alle¬ 
gations of the said fifth paragraph, and so far as the same may be 
material, calls for strict proof thereof. 

6. Answering the sixth paragraph of the said petition, this re¬ 
spondent is advised that the allegations therein contained are true. 

7. This respondent admits the allegations contained in the seventh 
paragraph of the said petition, that on the twenty-first day of Janu¬ 
ary, 1909, by direction of George von L. Meyer, the then duly ap¬ 
pointed and qualified Acting Postmaster General of the United 
States, the aforesaid W. W. Degge was cited to answer a charge of 
using the United States mails in a scheme to defraud, and to show* 
cause why a fraud order should not issue; and that said citation was 
duly served on the said W. W. Degge bv the Postmaster in the city 
of Boulder, in the State of Colorado on or about the twenty-fifth day 
of January, 1909, and that the fifteenth day of February, 
1909, was then fixed for hearing thereof. This respondent 
further says that he believes that the copy of the said citation 
set out in said seventh paragraph of said petition is a true copy but 
for more certainty refers to the original of the said citation, and 
calls for production thereof. 

8. Answering the eighth paragraph of said petition, this 
20 respondent admits that accompanying said citation there was 
a written memorandum of the charges in said citation re¬ 
ferred to, which said written memorandum fully set out and apprised 
the said W. W. Degge of the charges and complaints against him, 
the said Degge, and fully apprised him of the charges and matters 
to be considered, and which were eventually considered by this re¬ 
spondent in issuing the fraud order herein complained of. This 
respondent further says that he believes that the copy of the written 
memoranudm of charges, as set out in said petition, is a true copy 
of the original memorandum, but for more particularity refers to 
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the original memorandum received by the said Degge, and calls 
for production and proof thereof. 

9. Answering the ninth paragraph of said petition, this re¬ 
spondent admits, in response to the citation aforesaid, that said 
W W. Degge accompanied by his duly authorized counsel, O. A. 
Erdman, appeared in person, in pursuance to said citation, before 
the Honorable R. P. Goodwin, Assistant Attorney General for the 
Post Office Department of the United States, on the fifteenth dav of 
February, 1909, but this respondent denies that the said W. \V. Degge 
showed good and sufficient cause in writing why a fraud order should 
not be issued as mentioned in said charges and citation. This re¬ 
spondent further says that the said W. W. Degge, although given a 
full and ample opportunity to file a written justification to the 
charges set out in the said citation, wholly failed in every particular 
to rebut, justify or show any excuse whatsoever for the fraudulent 
^^ him, as set out in said citation, and although the 
21 said Degge filed what purported to be an answer to the charges 
in said citation contained, the same are wholly insufficient 
m law and in fact to excuse, justify or explain any and all of the 
fraudulent acts of the said Degge referred to in said citation. There¬ 
fore this respondent denies that at said hearing or at any time has 
the said IV. W. Degge shown good and sufficient cause why the said 
fraud order should not be issued as mentioned in said charges and 
citation. This respondent further says that the said R. P. Good¬ 
win was, on the dates of the said hearing, to wit, the fifteenth and 
sixteenth days of February, 1909, and to the present time still is the 
Assistant Attorney General for the Post Office Department of the 
United States, and is the person duly authorized and charged with 
the duty of the hearing and preparation of cases relating to lotteries 
and misuse of the mail in furtherance of schemes to defraud the 
public, and that said hearing was held by him, the said R. P. Good¬ 
win, as Assistant Attorney General for the Post Office Department 

°_f t ^ e *A nite( * Statcs - in pursuance to the said Sect. 16 par. 4 of 
the Postal Laws and Regulations, duly enacted in pursuance to Sec¬ 
tion 161, R. S, U. S., hereto appended, marked “Exhibit B” and 
prayed to be read as a part hereof. 

10. Answering the tenth paragraph of said petition, this respond¬ 
ent says that he denies, as set out in said paragraph that no wit* 
nesses, were sworn, nor was any sworn testimony of any kind taken 
or considered, either in support, of or in opposition to said charges 
by said R. P. Goodwin, but this respondent says that in the presence 
of the said W. YY. Degge and of his counsel, 0. A. Erdman 
22 Postoffice Inspectors G. F. H. Birdseye, Esquire, and B. H. 

Durand. Esquire, were called as witnesses, and testifying 
under their oath of office, gave evidence in support of the *«aid 
charges, and in further support thereof, written and printed adver¬ 
tisements, circulars and letters w*ere presented to the said R. P Good¬ 
win for consideration, including also the other printed matter re¬ 
ferred to in the said tenth paragraph of said petition, offered in evi¬ 
dence by P. F. Keyser. Assistant Attorney for the Post Office De¬ 
partment. This respondent further says that at said hearings there 
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was presented in the presence of the said W. W. Deeee and his 
th K testlmon y and written and printed evidence in sup- 

Sd R p' d r Ch ^ rgeS whl ^ h considere<1 at «ny time by him, the 
.I' D°° dwln ’ “ ■drafting and making up his report on said 
< L* e ' ° ostmaster General of the United States and opportunity 

was given at the said hearing on the fifteenth and sixteenth days of 
February 19 ° 9 , to the said W.W. Degge, ami to his counsel, the said 
' '■, . fdman, of Denver, Colorado, to cross-examine the witnesses 
testifying at said bearing, and to offer in rebuttal to the said testi¬ 
mony and to the evidence adduced at said hearing, any verbal, writ- 
ten or printed evidence which they might care to produce to rebut 
the charges m said citation contained but that the said Degge and 
ns counsel the said Erdman failed to offer any material testimony 
°.^ e _ u charges; but (he said Erdman, as counsel for the 

said Degge, was heard by the said Goodwin at length in an oral argu¬ 
ment, at the said hearing, both on the fifteenth day of February 
and at an adjourned meeting on the sixteenth day of Febru- 
-d ary, 1909, and at the conclusion thereof the said Erdman as 
counsel for the said Degge, requested further time’to 
submit evidence, and in pursuance to said request, he was allowed 
U . if j second day of March to present such further evidence as he 
might desire, the said Erdman stating at that time that such con- 
tinuance until the second day of March was all that he desired, and 
that this would allow him ample time to file any matters which 
he might c l e * ire inlaid case; that thereafter, and prior to the second 
ua> of March, 1909, the said R. P. Goodwin received from the said 
-brdman, as counsel for said Degge, a written argument upon the 
said case under consideration, which was duly considered by him, the 
said Goodwin, in pursuance to the authority in him invested, as set 
out in the ninth paragraph of this answer, in the preparation of his 
report to the Postmaster General of the United States. This respond- 
ent further denies each and every allegation in the tenth paragraph 
of said petition, as alleged, and says that the truth and the facts are 
as hereinbefore set forth; that the evidence was “satisfactory” to the 
ostmastei General and was such evidence as he was fully authorized 
and empowered by law to consider in determining whether the 
fraud order should be issued by him. For a more complete answer 
to the said tenth paragraph of the said petition, this respondent refers 
to a certified copy of the report of the said R. P. Goodwin upon the . 
case of the said \V. W. Degge, the Wellington Association, the Wel- 
lington Development Company, the W ellington Investment Com¬ 
pany, and the Wellington System, which said report, entitled “Mem¬ 
orandum for the Postmaster General” and dated March 8, 

24 1909, and also a copy of the order of the Postmaster General 

dated March 29. 1909, and a copy of the letter from said 
R. P. Goodwin, Assistant Attorney General to the postmaster at 
Boulder. Colorado, dated March 30, 1909 which said certified copies 
are hereto appended and marked Respondent's Exhibits A, A1 and 
A2 respectively, and prayed to be read as a part of this answer.' 

11. Answering the eleventh paragraph of said petition this 
respondent denies that only a few of the statements made in writing 
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by the said W. A\ . Degge, purporting to show cause why a fraud 
order should not issue in said matter, were then or at any time there¬ 
after considered by the said R. P. Goodwin, as Assistant Attorney 
General for the Postoffice Department, and this respondent denies 
that at said hearing a large number of exhibits consisting of letters, 
deeds, declarations, trusts, certificates of stock, securities and other 
documents, presented on behalf of the said W. W. Degge, were then 
ignored by the said R. P. Goodwin, or were never then nor thereafter 
considered bv him; and this respondent says that the allegations in 
the said eleventh paragraph are false and misleading, and your re¬ 
spondent avers the facts to be that all of the matters submitted by the 
said Degge and by his attorney at the said hearing on the fifteenth 
and sixteenth days of February, 1909, and at any other time 
prior to and including the second day of March, 1909, were 
given by him, the said R. P. Goodwin, as Assistant Attorney Gen- ' 
eral for the Post Office Department, in pursuance to the authority 
vested in him as set out in the ninth paragraph of this an- 

25 swer, a full and impartial investigation and consideration, 
and the said matters, evidence, and papers produced by him, 

the said Degge, and the argument of counsel for the said Degge, 
were fully considered by the said Goodwin and by the Postmaster 
General of the United States, as a basis upon which his said order of 
March 29th was made. 

12. This respondent admits the allegations of the twelfth para¬ 
graph of the said petition, but for more particularity refers to the 
copy of the memorandum of the said R. P. Goodwin, dated March 
8, 1909, and the orders issued thereon, which said copy is filed here¬ 
with and prayed to be read as a part of this answer. 

13. Answering the thirteenth paragraph of said petition, this re¬ 
spondent says that he admits that on the twenty-ninth day of March, 
1909. this respondent issued and transmitted to the postmaster of 
the City of Boulder, Colorado, an Executive order, a true copy 
whereof is appended to “Respondent's Exhibit A,” filed herewith, 
and prayed to be read as a part hereof. This respondent, however, 
denies that he adopted and confirmed the findings and conclusions 
of the said R. P. Goodwin, without any hearings or objections 
thereto, as alleged in said petition, but this respondent says that the 
said W. W. Degge had a full and complete opportunity for hearing, 
and was heard and represented by counsel as hereinbefore set out 
in this answer, and in pursuance to the law and the rules of this De¬ 
partment, as set out in the ninth paragraph of this answer and the 

said Degge had an opportunity to submit evidence, and cross- 

26 examine witnesses, and the counsel of the said Degge was per¬ 
mitted and did argue the said ease at length, as hereinbefore 

set out. and did further submit a written argument in sup¬ 
port of the contentions of his client, and this respondent says 
that all of the matters submitted to the said Assistant Attorney Gen¬ 
eral, and considered by him. were considered by this respondent, 
and no other matters other than those considered by the said As¬ 
sistant Attorney General, were considered bv this respondent in 
forming his order of March 29th. 1909, referred to in said petition. 
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marked Respondent’s Exhibit A, and prayed to be read as a part of 
this answer, was carried on by the said W. W. Degge in substance 
as follows: 

That he, the said W. W. Degge, created a “Wellington Associa¬ 
tion/’ which he controls and dominates, and is the owner of said 
company, except for some small outstanding interests in other parties, 
whom he also controls; that from time to time the said Degge created 
various other concerns, all of which he controls and dominates, these 
other concerns being termed the “Wellington Development Com¬ 
pany,” the “Wellington Investment Company,” and the “Wellington 
System”; that the stock of the various subsidiary concerns the said 
Degge sold through the mails to the public at various prices under 
par, using for the purpose great quantities of printed advertising 
circulars, therein falsely pretending that with the funds so ob¬ 
tained from the sales of such stock the said companies would be de¬ 
veloped into mining and other enterprises of great value and profit, 
and through such advertisements and circulars the said Degge made 
other false and fraudulent statements; that the funds obtained by 
such sale of stock, he, the said Degge, diverted to his own enrich¬ 
ment by various methods, such as by the sale of property 

29 from the said Association to said subsidiary companies, by 
contracts for commissions to said Association for selling 

stock, and by various other illegal and fraudulent methods; that in 
the operation of this scheme the said Degge was getting mail through 
the post office establishment of the United States as the Wellington 
Association, the Wellington Development Company, the Wellington 
Investment Company and the Wellington System, and also in his 
own name, W. W. Degge j) all of which will more fully and at large 
appear by the report of the said R. P. Goodwin, filed herein, and 
marked Respondent’s Exhibit A, and prayed to be read as a part 
of this paragraph. 

-^ 16. Answering the sixteenth paragraph of said petition, this 

respondent denies that no evidence of any character or description 
showing or tending to show that either the" said W. W. Degge or any 
of said corporations were engaged in any of the practices mentioned 
in Section 3929 and Section 4041 of the Revised Statutes of the 
United States was ever brought to his attention and knowledge; but 
this respondent says that upon evidence satisfactory to him, which 
said evidence had formally, in the presence of the said W. W. Degge 
and his counsel, been presented to the said R. P. Goodwin, 
Assistant Attorney General for the Postoffice Department! 
in pursuance to law, as set out in this answer, and after a full 
hearing had been given to the said Degge as herein set out, and the 
report therein referred to this respondent, that under authority 
vested in him, and being satisfied upon the evidence presented that 
the said Degge and the various companies named in said order were 
conducting a scheme for obtaining money through the mails 

30 by means of false and fraudulent pretenses, representations 
and promises, did on the 29th day of March 1909, issue to 

the Postmaster at Boulder, Colorado, the order denjdng the use of 
said mails to the said Degge and the said companies, as will more 
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^further saystnatthe mauer oi deciding 
or not the said scheme set forth in this answer is one against which 
a fraud order should issue, is committed by law to his judgment and 
determination, and that in determining the said matter the discretion 
vested in him is not reviewable by the court. 

17. Answering the seventeenth paragraph of the said petition, this 
respondent denies that the facts shown by the evidence submitted 
to and considered by the said R. P. Goodwin, Assistant Attorney 
General, in pursuance to the authority vested in him as set 
out in the ninth paragraph, and reported by him to this 
respondent, upon which this respondent is alleged to have 

acted in issuing the said order, are wholly insufficient in law to 
sustain the findings and conclusions in said paragraph referred to 
This respondent further denies that the said facts are wholly in¬ 
sufficient in law to constitute any scheme or device for obtaining 
money through the United States mails by means of false and fraud¬ 
ulent pretenses, representations, and promises, within the meaning 
of Section 3929 and Section 4041 of the Revised Statutes of the 
United States, or of any law whatsoever authorizing this re- 
32 spondent to issue the order complained of in said peti¬ 
tion. r 

On the contrary, this respondent says that the evidence adduced 

3—2115a 
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marked Respondent’s Exhibit A, and prayed to be read as a part of 
this answer, was carried on by the said W. W. Degge in substance 
as follows: 

That he, the said W. W. Degge, created a “Wellington Associa¬ 
tion, n which he controls and dominates, and is the owner of said 
company, except for some small outstanding interests in other parties, 
whom he also controls; that from time to time the said Degge created 
various other concerns, all of which he controls and dominates, these 
other concerns being termed the “Wellington Development Com¬ 
pany, ,J the “Wellington Investment Company,” and the “Wellington 
System”; that the stock of the various subsidiary concerns the said 
Degge sold through the mails to the public at various prices under 
par, using for the purpose great quantities of printed advertising 
circulars, therein falsely pretending that with the funds so ob¬ 
tained from the sales of such stock the said companies would be de¬ 
veloped into mining and other enterprises of great value and profit, 
and through such advertisements and circulars the said Degge made 
other false and fraudulent statements; that the funds obtained by 
such sale of stock, he, the said Degge, diverted to his own enrich¬ 
ment by various methods, such as by the sale of property 

29 from the said Association to said subsidiary companies, by 
contracts for commissions to said Association for selling 

stock, and by various other illegal and fraudulent methods; that in 
the operation of this scheme the said Degge was getting mail through 
the post office establishment of the United States as the Wellington 
Association, the Wellington Development Company, the Wellington 
Investment Company and the Wellington System, and also in his 
own name, W. W. Degge ^ all of which will more fully and at large 
appear by the report of the said R. P. Goodwin, filed herein, and 
marked Respondent’s Exhibit A, and prayed to be read as a part 
of this paragraph. 

16. Answering the sixteenth paragraph of said petition, this 
respondent denies that no evidence of any character or description 
showing or tending to show that either the said W. W. Degge or any 
of said corporations were engaged in any of the practices mentioned 
in Section 3929 and Section 4041 of the Revised Statutes of the 
United States was ever brought to his attention and knowledge; but 
this respondent says that upon evidence satisfactory to him, which 
said evidence had formally, in the presence of the said W. W. Degge 
and his counsel, been presented to the said R. P. Goodwin, 
Assistant Attorney General for the Postoffice Department, 
in pursuance to law, as set out in this answer, and after a full 
hearing had been given to the said Degge as herein set out, and the 
report therein referred to this respondent, that under authority 
vested in him, and being satisfied upon the evidence presented that 
the said Degge and the various companies named in said order were 
conducting a scheme for obtaining money through the mails 

30 by means of false and fraudulent pretenses, representations 
and promises, did on the 29th day of March 1909, issue to 

the Postmaster at Boulder, Colorado, the order denying the use of 
said mails to the said Degge and the said companies, as will more 
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specifically appear by a true copy of said order filed herein nnH 
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I THirresponaent further says that the matter of deciding whetner 
or not the said scheme set forth in this answer is one against which 
a fraud order should issue, is committed by law to his judgment and 
determination, and that in determining the said matter the discretion 
vested m him is not reviewable by the court. 

17. Answering the seventeenth' paragraph of the said petition this 
respondent denies* that the facts shown by the evidence submitted 
to and considered by the said R. P. Goodwin, Assistant Attorney 
General, in pursuance to the authority vested in him as set 
out in the ninth paragraph, and reported by him to this 
respondent, upon which this respondent is alleged to have 

acted in issuing the said order, are wholly insufficient in law to 
sustain the findings and conclusions in said paragraph referred to 
This respondent further denies that the said facts are wholly in¬ 
sufficient in law to constitute any scheme or device for obtaining 
money through the United States mails by means of false and fraud¬ 
ulent pretenses, representations, and promises, within the meaning 
of Section 3929 and Section 4041 of the Revised Statutes of the 
United States, or of any law whatsoever authorizing this re- 
32 spondent to issue the order complained of in said peti¬ 
tion. 

On the contrary, this respondent says that the evidence adduced 
3—2115a 
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respondent says that ho had no personal knowledge «>i uic allegations ^ 
in said paragraph contained, and so far as the same may be material 
calls for strict proof thereof. This respondent, however, denies the 
conclusions in said paragraph contained, and further denies that the 
said acts therein referred to are unlawful or in violation of Article 4 
of the Amendments to the Constitution of the United States or are 
in violation of Article 5 of the Amendments to the Constitution of 
the United States. 

20. Answering the twentieth paragraph of the said petition, this 
respondent says that he has no personal knowledge of the allegations 
concerning the loss of profits of said corporations, but as far as the 
same may be material calls for strict proof thereof. 

This respondent, further answering, says that the said order issued 
by him on the 29th day of March, A. 1). 1909, is still in full force and 
effect, but this respondent denies that by means of said order he has 
exercised or is now exercising an authority under the United States 
wholly unwarranted by the Constitution or laws of the United States, 
but on the contrary this respondent avers that under Section 3929 and 
section 4041 of the Revised Statutes of the United States it is 
34 the duty of this respondent in his official capacity as Post- ' 
master General of the United States upon evidence satisfactory 
to him that persons or companies are engaged in conducting a scheme 




W. W. DEGGE ET AL. VS. FRANK II. HITCHCOCK, ETC. 19 

or device for obtaining money through the mails by means of false 
or fraudulent pretenses, representations or promises, to issue an order 
similar to that issued by this respondent on the twenty-ninth day 
of March, 1909, against the said IV. W. Degge and his various asso- 
ciatoons; and this respondent further says that pursuant to Section 
lbl of the Revised Statutes of the United States, authorizing the 
Postmaster General of the United States to prescribe rules and regu¬ 
lations not inconsistent with law for the distribution and perform¬ 
ance of the business of the said department, the said R. P. Goodwin 
the then duly authorized and acting Assistant Attorney General for 
the Postoffice Department, was by section 21 of the Postal Laws and 
Regulations the duly authorized person constituted with the power 
of hearing cases relating to lotteries and the misuse of the mails 
in the furtherance of schemes to defraud the public, and that in pur- 
C ^ti° ns duly i^uod a hearing was accorded to tlie said 
VV. W. Degge on his own behalf and on behalf of the various com- 
Pjni^s controlled bv him and named in said order of this respondent 
of March 29th, 1909. and the said Degge was permitted at said hear¬ 
ing and adjournments thereof to offer testimony, to cross-examine 
witnesses if he so desired, and to be represented bv counsel, and in 
this said particular, as more fully set out in this answer, the said 
Degge has been fully accorded an ample and complete hear- 
35 in .£, as will more fully appear by copy of the report of the 

said R. P. Goodwin, Assistant Attorney General for the Post- 
office Department, filed herein, and marked Respondent’s Exhibit 
A, and prayed to be read as a part of this answer; that the order of 
this respondent denying the use of the mails was passed upon the evi¬ 
dence adduced at said hearing, which evidence was satisfactory to 
this respondent ; that the order therein referred to was proper to be 
made by him as Postmaster General of the United States in the 
proper enforcement of his administrative duties as such officer. 

21. Answering the twenty-first paragraph of said petition, this 
respondent denies that the petitioners have no remedy save and ex¬ 
cept the writ of certiorari prayed for in said petition. This re¬ 
spondent avers that the said writ is and would be improper to review 
the action of this respondent ns Postmaster General of the United 
States in the performance of the official and administrative duties 
as such officer, and this respondent says that he is advised and there¬ 
fore believes that this Court is without jurisdiction to issue the writ 
prayed for in said petition or to review the action of this respondent 
as such officer, and this Court is without jurisdiction to quash, annul, 
set aside or hold for naught the said order of this respondent. 

This respondent further says that the matter of deciding whether 
or not said scheme set forth in this answer is one against which a 
fraud order should issue, is committed by law to his judgment and 
determination, and that in determining the said matter the discre¬ 
tion vested in him is not reviewable by the Court, in this proceed¬ 
ing. 

Jiff And having answered the said petition and the rule to 

show cause filed herein, this respondent prays that the said 
petition be dismissed and the rule to show cause be discharged, and 




20 


W. W. DEOOE BT AL. VS. FRANK H. HITCHCOCK, ETC. 

your respondent further prays to be hence dismissed from further 
answer with costs. 

FRANK H. HITCHCOCK, 
Postmaster General of the United Mates of America. 

DANIEL W. BAKER, 

Per R. G. H., 

U. S. Att'y for D. C., 

Attorney for Respondent. 

District of Columbia, ss: 

I, Frank H. Hitchcock, being first duly sworn, on oath depose and 
sav that l am the Postmaster General of the United States of Amer¬ 
ica; that I have read the foregoing answer by me subscribed and 
know the contents thereof ; that the matters" and things therein 
stated of my own knowledge are true, and those stated on informa- 
tion and belief I believe to be true. 

FRANK H. HITCHCOCK. 

1909 lbSCnbe<i and SWOrn t0 before me 19th day of December, 

[ SEAL -] GEORGE W. RIEK, 

Notary Public, D. C. 
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Supplement to the Postal Laws and Regulations of the United States 

of America. 

Sec 16, Paragraph 4 . The Assistant Attorney General is charged 
with the duty of giving opinions to the Postmaster General and the 
heads of the several offices of the Department upon questions of law 
arising upon the construction of the Postal Laws and Regulations, 
or otherwise, in the course of business in the postal service; with the 
consideiation and submission (with advice) to the Postmaster-Gen¬ 
eral of all claims of postmasters for losses bv fire, burglarv or other 
unavoidable casualty, and of all certifications by the Auditor for the 
Post-Office Department of cases of proposed compromises of liabili¬ 
ties to the United States, and of the remission of fines, penalties and 
forfeitures under the statutes; the keeping and preparation of all 
correspondence with the Department of Justice relating to prosecu¬ 
tions and suits affecting or arising out of the postal service, and with 
the consideration of applications for pardon for crimes committed 
against the postal laws which may be referred to the Department: 
with the preparation and submission (with advice) to the Postmaster 
General of all appeals to him from the heads of the offices 
38 of the Department depending upon questions of law: with 
the determining of questions as to the deliverv of mail the 
ownership of which is in dispute: with the hearing and considera¬ 
tion of cases relating to lotteries and the misuse of the mails in fur¬ 
therance of schemes to defraud the public; with the consideration 
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of all questions relating to the mailability of alleged indecent 
obscene, scurrilous, or defamatory matter; with the examining and 

SwTSkT’ rl af, j n ? of • 1I »' “» IM—f; «nd 
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Respondent's Exhibit A. 


Form 278. 


P. V. K. 


Post Office Department, 

Office of the 
Assistant Attorney General, 

Washington. 

File No. . March 30, 1909. 

Postmaster, Boulder, Colorado. 

29 S 190q fnrhfLi!f re l ith j a i COpy °! ord f r No - 2170 > dated March 
9, 1909, forbidding the delivery of mail matter and the payment 

of money orders to W. W. Degge, The Wellington Association the 

Wellington Development Company, the Wellington Investment 

‘ h - Wellington System, and their Officers and Agente 

as Such, the original of which, signed by the Postmaster General 

has been retained on the files of this Department. ’ 

in the enforcement of this order, please observe the following 
general regulation, published in the United States Postal Guide for 
January, 1903 (page 955, section 30), viz 
. . Postmasters are notified that fraud orders issued under the pro- 

March 2 1895 m % ^ eP r em o b A e .ii 1 ^ 1890 (26 Stats ‘ L - 465 ) and 
th P front If 95 <P 8 , St ts - 963 ^ do not cover mail matter under 
the frank of a Senator or Representative or other officer entitled to 

the franking privilege, nor that which is covered by an official 
envelope. Nor do these orders apply to matter not under seal, such 
as newspapers, circulars etc., unless specifically stated in the order 
or by subsequent letter of instructions.” ’ 

40 Very respectfully, R. p. GOODWIN, 

Assistant Attorney General. 

Post Office Department, 

Washington. 

Order No. 2170. 


It having been made to appear to the Postmaster General unon 
evidence satisfactory to him that W. W. Degge, The Welling,, 
Association,The Wellington Development Company,The Wellington 
Investment Company, and The Wellington System, and the r offi- 
cers and Agents as Such, —_ at Boulder, Colorado, arc engaged in 
conducting a scheme or device for obtaining money through the 
mails by means of false and fraudulent pretenses, representation* 
and promises, in violation of the act of Congress entitled “An act 
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to amend certain Sections of the Revised Statutes relating to lotteries, 
and for other purposes/’ approved September 19, 1890— 

Now, therefore, by authority vested in him by said act, and by 
the act of Congress entitled “An act for the suppression of lottery 
traffic through international and interstate commerce and the postal 
service, subject to the jurisdiction and laws of the United States” 
approved March 2, 1895, the Postmaster General hereby forbids you 
to pay any post Money Order drawn to the order of said party 
41 and concerns, and you are hereby directed to inform the re¬ 
mitter of any such postal money order that payment thereof 
has been forbidden, and that the amount thereof will be returned 
upon the presentation of the original order or a duplicate thereof ap¬ 
plied for and obtained under the regulations of the Department. 

And you are hereby instructed to return all letters, whether 
registered or not, and other mail matter which shall arrive at your 
office directed to the said f arty and concerns, to the postmasters at 
the offices at which they were originally mailed, to be delivered to 
the senders thereof, with the word “Fraudulent” plainly written 
or stamped upon the outside of such letters or matter. Provided, 
however, that where there is nothing to indicate who are the senders 
of letters not registered or other matter, you are directed in that 
case to send such letters and matter to the Division of Dead Letters 
with the word “Fraudulent” plainly written or stamped thereon, to 
be disposed of as other dead matter under the laws and regulations 
applicable thereto. 

F. IT. HITCHCOCK, 

Postmoxter General. 

To the Postmaster. Boulder. Colorado. 

(Case 61995-C.) 


42 S. K. 

March 8, 1909. 

Memorandum for the Poxtmuster General. 

In re W. W. Degge, The Wellington Association. The Wel- 
lington Development Co., The Wellington Investment Co.. The 
Wellington System, Boulder, Colorado. 

On January 21, 1909, W. W. Degge, of Boulder, Colorado, pro¬ 
moter of the companies mentioned in the caption of this memo¬ 
randum, was cited to answer the charge of using the mails in a 
scheme to defraud, and to show cause why a fraud order should not 
be issued. This notice was served on him by the Postmaster at 
Boulder January 25th, and February 15th was fixed for the hearing 
At that time Mr. Degge appeared before me in response to said 
notice with his attorney. Mr. O. A. Erdman. of Denver. Colorado 
and was heard at length. Inspectors Birdseye and Durand, who in¬ 
vestigated the case, were present at my request. Both the loth and 

were consumed in the hearing, and at its conclu- 
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sion the respondent askcrl further time in which to submit addi- 
tiomd evidence. I allowed him until March 2nd to present such 

lurther matters, and the same have now been received and carefully 
considered. 

Mr. Degge has been engaged for the past several years and is now 
engaged in using the mails to sell to the general public shares 
4/5 ot stock in several corporations which he has organized and 
promoted for the alleged purpose chieflv of developing min¬ 
ing properties and irrigation projects. He has accomplished the 
sale ol these stocks by the use of a great number of false and fraudu¬ 
lent pretenses and representation, and instead of honestly investing 
the funds lor the benefit of the purchasers of stock in accordance 
with ins promises, he has manipulated the concerns so as to divert 

^ ^ . . • it* . ^ own enrichment. Those mis¬ 

representations and diversions will be set out briefly in the follow¬ 
ing narrative of his operations. 

The facts that are hereinafter given are based entirely unless it is 
otherwise specifically stated, upon Mr. Degge’s published advertise¬ 
ments and circulars, upon statements made November 18, 1908 to 
the Inspectors and taken down in writing; upon the facts shown by 
the audit made, at his request, of his books by the Continental Audit 
Company, of Denver, Colorado, dated November 6, 1908, and show¬ 
ing the condition of the books as of June 30, 1908, and upon facts 
obtained by examination of Mr. Degge’s books and records by the 
Inspectors at their interview with Mr. Degge in November. — 

■Fhp■cllington Association was incorporated January 2, 1905, / 
lor #o00,000 shares of a par value of $1 each. Mr. Degge has used 
this company as his inside corporation. On November 18 1908 Mr 
Degge stated to the Inspectors that at that time he and his family J 
held 22o,000 shares of common and 31,250 shares of preferred, and 
that the only other stock outstanding were 124,770 shares of pre¬ 
ferred held by 60/ individuals. The Inspectors state that the stock 
sold the public was sold by Mr. Degge through the mails by 
44 advertising prior to May, 1906, as from that time to the time 
of the investigation in November, 1908, the records of Mr 
Degge and the Association showed that no stock of the Association , 
was sold to the public. The stock holdings of Mr. Degge and his 1 
family, w ith the exception of 6,250 shares of preferred were ob- 
tamed at the organization in exchange for certain properties, mining 
and oil stocks, etc. Mr. Degge s answer to the citation to show cause 
increases by a few hundred shares the amount of preferred stock held 
by the public at the time the answer was submitted, February 16 
1909, albeit he states the number of stockholders is still the same’ 
The audit taken as of June 30, 1908, shows 156,020 shares of 
preferred stock then outstanding. These slight discrepancies are 
probably due to the fact that this stock has been sold on the instal¬ 
ment plan, and the stock was not shown on the records as outstand- ^ 
ing until fully paid for. The stock holdings of Mr. Degge in the 
subsidiary companies is quite in contrast to his holdings in the Asso¬ 
ciation. His holding- in the subsidiary companies are nominal ex- i 
cept where he engaged in buying stock of a subsidiary company’and \ 
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pCTsonally ame th ° PUbl ‘ C at a large adva,,ee and Profit to himself 

sidfircompaS hC h8S ° rganiZed and Pr ° ,n0ted * he f0ll ° wing sub - 

1 eliU l gl °.l 9 oldfie J, d Mining Company, incorporated June 

10, 190o, under the laws of Arizona, with 1,500.000 shares of stock 
of par value of 25 cents per share. 

rhe Manhattan Chief Gold Mining Company, incorporated under 
the laws of Arizona hebruary 6, 1906, with 1,000,000 shares 
4o of stock of par value of $1 a share. 

fhe Midway Mines and Town# Company, incorporated 
under the laws of Arizona March 29, 1906. with 1,000,000 shares of 
stock at par value of $1. 

The Wellington Realty Company, incorporated April 10 1906 

If'* e i r ftft' e “"l ° f Cn lT ado ’,."'i th 5 > 000 shares of stock of par value 
of $100 per share Very little of this stock has been sold to the 

public, only 54 shares to 20 persons, of which 20 shares are held 
by two persons, and for which only $2,750 was received by the 
treasury of this company. The Association early ceased offering 
this stock, and ins ead retained practically all of same for itself 
The Associanon holds 1,000 shares, which is the only stock issued 
outside of the o4 shares held by the public. 

in T i h o e o 7 Well l ngt u n , Devc '°P. mcnt Company,' incorporated January 
1U, iyu/, under the laws of Arizona, with a capital stock of 3,000 000 
shares, par value $1 each. Its stockholders number 1,900 persons. 

ion« e ' a *°r Inv ? t I n ? nt C° m pany, incorporated January 4, 
iyu», under the laws of Arizona, with a capital stock of 3 000 000 
shares of par value of $1 per share. Its stockholders number 1,007. 

ihe audit of the Continental Audit Company shows that the treas¬ 
uries of the Association and subsidiary companies have received 
from the sale of stock the following amounts: 


Wellington Association. 

Wellington Goldfield Mining Company.. 
Manhattan Chief Gold Mining Company 

Midway Mines and Town Company. 

Wellington Realty Co. 

Wellington Development Company. 

Wellington Investment Company. 


$115,720.00 
18,992.90 
11,386.25 
1,582.50 
2,750.00 
181,644.00 
78,058.00 


$410,133.65 

46 Stock bought by Asso. of Dev. Co. $35,000 

Stock bought by Degge of Dev. Co_ 10,000 

Stock bought by Asso. of Goldfield Co. 2,700 

--- 47,700.00 

Amount paid by general public for treasury stock_$362 433.65 

Deduct: Association sales. 115,720 00 


Amount paid by public to treasuries of subsidiary com¬ 
panies for stock.$246,713.65 
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The audit shows that over $130,000 of this $246,713.65 has been 1 
diverted as “profits” to the Association (greatly to the benefit of 
AV. W. Degge), and that the business has been so manipulated that 
the Association has made large cash profits out of each and every 
company, and left every company but one heavily in debt to the 
Association. The “profits” diverted to the Association, in the face of * 
the much advertised equity of this system, out of the money paid by 
the public for stock into the treasuries of the subsidiary companies 


are given by the audit company as follows: 

On mines sold Development Co.$4,999.95 

On sale to Realty Co. 1,470.00 

On sale of Wellington Gardens to Dev. Co. 13^333.33 

On sale of Wellington Gardens to Inv. Co. 38,333.34 

On sale to Wellington Goldfield Co. 97.00 

On promotion of Manhattan Chief Co. 3,000.00 

On sales of mines to Investment Co. 10,000.00 

On sale of Tri-Metallic stock to Inv. Co. 8,333.33 

Brokerage (Commissions for selling stock). 62,004.05 


Deduct 25% commission charged by Asso. against 
Dev. Co. on stock bought by Asso. and Degge from 
Dev. Co. 11,250.00 

Amount of profit diverted to Asso. from public’s pay¬ 
ments to treasuries of subsidiary companies. $130,321.00 1 


The audit shows that the Association has further “profited” by 
securing quantities of stock of the subsidiary companies and \ 
47 reselling same to the general public at large profits for its 

private benefit and without benefit to the companies from 1 
which the stocks were taken, in the place of filling orders with 
stock from the treasury of the subsidiary company. The profits on 
stocks so sold are given in the audit as follows: 


Midway Mines & Town Co. $505.00 

Manhattan Chief Co. 6,496.40 

Wellington Development Co. 49,746.59 

Wellington * Investment Co. 331.00 


$57,078.99 

(*See note below) Profit of W. W. Degge from sale to 
public of stock of Development Company for his 
private account (approximately). 16,000.00 

$73,078.99 

(♦See note below) Add the 25% commissions charged 
by the Asso. on sales of Dev. stock to the Asso. 
and Degge. 11,250.00 


Total. $84,328.99 

(♦)Note. —The item of $11,250.00 “commissions” referred to 
4—2115a 
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above is shown bv the audit in the brokerage profit of $62,004.05. 
I have decucted same from that item for the purpose of comparing 
he amount contributing by the public for stock to the treasuries of 
the subsidiary Companies and the portion of that amount taken by 
the Association as profits. I have included it in the profit on the 
private sale of stock because it reduced by that amount the cost to 
the Association of the stock bought by it and Mr. Degge from the 
Development Company and thus increased the “profit” of the Asso¬ 
ciation when that stock was resold to the public 

f 16 ’ 0 . 0 ^: 00 P ro . fi t of Mr. Degge was not’shown on the books 
of the Association and so was not shown by the audit. The same 
uas learned by the Inspectors from their examination of Mr Degge 
and his records. They found that in the Spring of 1907 when the 
Stock of the Development Company was sSllirfg at25^cents Mr 
Degge instead of filling orders with the Development Companv’s 
treasury stock filled the orders with private holdings of the Associa¬ 
tion to its profit of $49,746.59 as shown above, and with his private 
holdings of stock which he had bought from the developmentCom- 
panv a fen months previously at 10 cents and for which he did not 

pay the Development Company until months after he had sold same 
at Zb cents. 


- ccording to the audit, the Wellington Association still holds 
large blocks of stock in the subsidiary companies, which it 
lists in its assets at the following value: 


M ellington Realty Companv 

Manhattan Chief.. 

Wellington Goldfield. 

Wellington Development Co. 
Wellington Investment Co.. 

Total. 


$9,970.00 
1,473.90 
2,967.60 
37,050.44 
19,265.00 


$70,726.94 


,, ? h . e V ;r° A US sub ** diar >' companies are shown by the audit to be in 
debt to the Association as follows: 


Wellington Goldfield M. Co.. 
\Vellington Investment Co.... 
Wellington Development Co.. 
Midway Mines and Town* Co 
Wellington Realty Co. 


$8,285.96 
<£5,665.43 
358.92 
1,861.19 
666.47 


Total 


$46,837.97 


The total amount of money shown to have been paid bv the nublie 
to Mr. Degge for stock in the Association and the subsfdiarv^com 
panies (treasury and private) is as follows: dWy 
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The treasuries of subsidiary companies. $246,713.65 

To treasury of Association. 115,720.00 

To Degge and Association for stock sold for their pri¬ 
vate account, 

Profit. $73,078.99 

Cost. 47,700.00 

- 120,778.99 


$483,212.64 

The audit shows no profit to the Association from the sale of 
Goldfield Mining Company stock, and instead charges a loss to the 
Association on that account of $1621.05. The Association received 
700,00- shares of stock of this company in exchange for five unde¬ 
veloped mining claims which had cost the Association but a nominal 
amount. In addition it received 120,000 shares as promotion 
49 stock, and bought 100.000 shares for $2,700.00. Practically, 
therefore, the Association received 920,000 shares of Gold¬ 
field stock for $2,700.00. To the time of the audit it sold of this 
stock a considerable amount, and received therefor $5,111.35, and 
then had on hand 327,260 shares that were given a value of 
$2,967.60. Accordingly the Association had received for $2,700.00 
a value of $8,078.95, or a profit of $5,378.95 which might be in¬ 
creased or decreased accordingly as the unsold stock realized more 
or less than $2,967.60. 

The audit also shows a loss on sale of Yenir stock by the Associa¬ 
tion to the Investment Company of $6,333,33. Mr. Degge says this 
was a bookkeeping mistake and has since been corrected, that amount 
being charged against the Investment Company. 

Since the audit, and between June 30 and December 30, 1908, the 
conditions shown above have changed some as shown by statement 
published by Mr. Degge in the January-February 1909, issue of his 
promotion organ “Success,” as follows: 

Increase of Stock Sales by Treasuries of Subsidiary Companies— 


Development Company. $16,957.50 

Investment Company. 33,492.00 


$50,449.50 

Indebtedness — subsidiary Companies to Association Decreased 
to— 


Development Company . $16,233.02 

Investment Company. 28,670.56 

Association profits increased: 

Profits on various stock sold from June 30, 1908, to 

December 30, 1908 . $6,838.12 

Brokerage . 13,136.33 
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Association reduced its Holdings of Stock of Subsidiary Companies 

IU— 

50 Development Company . $33,726.22 

Investment Company. 15,190.00 

These statements also show that 146,000 shares of Tri-Metallic 
Mining Company Stock have been sold by the Association to the 
Development Company for $5,000. The cost of this stock to the As¬ 
sociation was $l,68o.67 (see audit for Association June 30th and 
Association statement December 30, 1908, consequently there was a 
profit on this transaction to the Association of $3,333.37. They also 
qq * a^ociation has sold to the Development Company for 
iM, SSS.3S one third of the interest the Association acquired in the 

hereafteJ 0Perty ‘ ^ Venir St0ck deal wil1 be explained at length 

-^Ifr. Degge has managed, controlled and dominated all of these 
companies, and he stated to the inspectors that he was responsible for 
everything that had been done by them. Mr. Degge has been Pre«i- 
dent and Treasurer and Director of the Association, the Develop¬ 
ment, he Investment and the Realty Companies, and has had as 
their other officers and directors chiefly his bookkeeper. Mr. R. R. 

iske, his attorney, .Mr. O. A. Erdman, and other employees. Mr. 

J egge has not furnished the names of the officers and directors of 
the other subsidiary concerns, neither has he denied that he controls 
heir affairs quite as much as he controls the affairs of the Associa¬ 
tion and the Development and Investment and Realty Companies. 
The business of all of them is transacted from his office in Boulder, 
Colorado. The stock has been sold mostly in small blocks through 
the mails to individuals throughout the United States a great 
51 many of them located in the East, and those persons bv reason 

t .i° f t 2f ir C0 J n P ara tively small individual interests and distance 
from the offices of the company, have had no substantial part in the 
conduct of the business of the companies in which thev were inter¬ 
ested. Consequently these corporation./A<M(their funds have been 
easy of manipulation, and the advantage that he has taken of this 
situation proves. I think, that he intentionally brought it about and 
has maintained it as he still does, as part of an elaborate scheme to 
defraud stockholders m the subsidiary companies. 

JProfits of the Association on Safe of Wellington Gardens to Subsidi¬ 
ary Companies. 

At about the time of the organization of the Development Com¬ 
pany Mr. Degge purchased for the Association about 2.800 acre- of 
dry lands a short distance out of Boulder, Colorado, together with 
certain water rights with which he proposed to irrigate those lands, 
the price which the association agreed to pay therefor was $110,000 
Degge states that pending the payment of the full purchase price 
the deeds for the lands were put in escrow. The deed for the so- 
called Tyler tract of about 2,400 acres was delivered to him accord¬ 
ing to his statement on November 24, 1908, and on the same dav 

ft. 
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placed on record. The deed which he exhibited at the hearing was 

H t e State f d that he had P lacad 0*1 

i ii ,i . | j . " ’ 1908, a declaration of trust declaring that he 

held this land in trust for the Association, the Development and the 
nvestment companies in equal shares. The deed to the so-called 
Maxwell tract of about 396 acres which he exhibited at the 
52 heanng was dated February 13, 1907, and conveyed Uie land 

Development nnTth T tru ?* €e ’ t°r the use °f the Association, the 
development and the Investment Companies in eaual shares Thic 

StS r3 k T9ofti Febr,,nrV Am a v d " as filed for record 
repruarj Id, 1908. The paper exhibited bv Mr. Degee at the hear- 

comr, S ieH e the ? r men ,V° h T as **** 'vaterrightsthatac- 

S60°00n day i, Tha Price of the TvlerTract heTes was 

$60,000 and that of the Maxwell tract and its water rights $30 000 
In addition to these two tracts of land Mr. Degge^purchased ataS 
he same time certain water rights known as the Park R™ r 

hTsSto he "idtoTooT’ Hc'Vf 'f* ° f Bo,llder - for which 
_ ,i . e I nia t-O.UOO. He states he proposes to expend $40 000 

“r v "'« bi «A»«i»« iCf ”, S 

Maxwell tracts. These several properties for which Mr Desire h is 
natedThif \Vellingto'n^Gardens nrC> " le Pr ° Per ‘ ieS whioh ,,c ''«* d «*- 

he charged Ks’onSl^rSTSt 

the required payments should be made. Until November 1908 
no ,n S has been of record to show any interest in the 2.400 acres in' 

63 phLf th n i PanieS ’ or an -y declaration of any interest in 
•63 either the Development o the Investment companies in the 

FebruanTlOoV"' ThC MaX ' VC,, deed " as d &“ntil 

™ £ a .t‘ te^rCetiTK^ri 

“ktion*" 1 While^he° ntr<)1 °1-^ a ? airs ' a,i he was aI » of the 

~ whictheTad ld‘hKStt^ 

obTT a ?rr of s * ock . he was at the same time acting as the other 
p rty to the transaction in his own interest in representing the 4s- 

OntTfThT Tt h 'T he r d h ’ S famiIy were and are two 'thirds owners 

companies* under thp T P8rent °° mpany profited from the auxiliary 
companies under the same management and to the extent of over 

fniAMM ,n h f r rds *‘ .’•oocived $15,000 cash and one-third of 
a $110,000 property for nothing. 

3 *8?$*** " 0t deny ‘ hat *'t his intention in the acqirire- 
ment of the Gardens that the several companies should participate 

"VT transaction, and as a matter of fact he adverti.«ed that the De 
velopment Company vvas organized for that purpose, and when the 
land was acquired by the Association it was in no financial condition 


/ 
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to handle the property alone. The Inspectors state that there had 
been no enhancement of values by reason of work on the property as 
practically no work was done, and that the only development work 

! a o te a? / une 1^08, consisted of the expending of 
about $15,180.48 on the Reservoirs, of which one-third was charged 

~ | Development Company. Mr. Degge has made no 

effort to justify these profits from the subsidiary companies 
m this transaction, except in connection with the claim that 
e believe* that the Gardens will still realize those companies large 
profits. He states it is his purpose to raise the reservoirs, lav out 
lateral ditches, plant trees, make other necessarv improvements and 
dispose of the property in small tracts for fruit raising, truck garden- 

aiK } ha ' { ° tbe ^ rne tb e hearing five five-acre tracts at 
$oUU per acre had been sold and payments were being made thereon, 
timt while he does not expect to realize this uniform price for the en- 

tlF j cros he be ! ieves thc average will nin close to and may ex- 

S” an t aor< \ th ™ making $840,000 for the whole tract, or 

$280,000 each to the Development and Investment companies for 
their interests. 

The question of fraud involved here does not concern the pros¬ 
pective value of this land, but only the profiting of the parent com¬ 
pany from the subsidiary companies under the same management. 
Yet..while the future value of this land is, of course, problematical, 
the Inspectors state that there is serious question as to whether it is of 
the value claimed that it does not compare favorablv with irrigated 
land that can be bought in that section for much less than $500 an 
acre, that the land lies at the base of the foothills at a eonsiderable 
elevation above surrounding lands, and that about 800 acres, accord- 
ing to jfr. Degge. runs up into the foothills above water supplv; 
that much of the entire tract is exceedingly rocky, sections of it bein" 
entirely covered with loose rock, that evidently upwards of 100 acres 
of it tf occupied by the reservoirs, that there is considerable of 
oo it which cannot he watered, such as crests of buttes, ravines, 
and creek bottoms, and that information acquired bv them 
from a number of postmasters near Boulder indicates that prices for 
land in that section that is not under water but capable of irrigation 
range from $10 to $75: that the price for farming lands under irri¬ 
gation ranges from $40 to $250 an acre: that the prices of small 
tracts of truck and gardening lands under irrigation will range from 
$100 to $1,000 an acre, with the average between $150 and $500. and 

th /i in 4° rr ? ati0 ^ a ^ l,ii ; e i b . v the ™ from Mr W s - Bellman, cashier 
of the Boulder National Bank, with which Mr. Degge does business 

was to the effect that lie was familiar with the Wellington Gardens,’ 
that he had talked with the son of Mr. Tyler who sold the tract to 
* r- Degge. and that in their opinion if Mr. Degge could average 
$100 an acre for the sale of the Wellington Gardens it would be a 
pretty big value for the entire tract, and that good farming land 
broken and under water, east of Boulder and near Longmont could 
be bought for him from $100 to $150 per acre, and that such land 
was better than the Wellington Gardens. Mr. Degge exhibited at 
the hearing and read to me several letters from persons who stated 
that they lived near Boulder, that were to the general effect that 
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, A |L? e £ g h f h ° uI , d be abl ° l P, rcaliz P fro »‘ these lands llie price he 
claims to believe lie will be able to obtain. These letters were to have 

been lett with me as I at the time understood Mr. Degge’s attorney, 

bu ‘ 1 * ,ot abl fi e 1 , " ,,ndU,at the >' have bee » left with the various mat- 
ters Mr. Degge hied with las answer. One fact that is particularly 
significant in this connection is that although Mr. Degee has 
ob now had this property for about two years, he has done sub¬ 
stantially nothing on it so far as irrigation or cultivation is 
concerned If it be true that water is available, and that the laud 
can be made to bring such prices as he claims, it is difficult to under- 
stand tins delay. It tends to excite a suspicion that water is not 
available m sufficient quantities for this large acreage. Without the 

f a ^ lU *® d * hat the . land is small value. 8 The Inspectors 
state that while Mr. Degge has extensively advertised these Gardens 

It’nnffiiv ni b ? e " r nable ‘P * el1 an >' of the laud to residents of 
Bouldei or of that section, and up to the time of the investigation 

has been able to dispose of only three five-acre tracts to non-resi- 
dents, through advertising, at $500 an acre. 

If, however, these lands were of the value that Mr. Degge claims 
for them, I think it increases, rather than diminishes the fraud in¬ 
volved in his obtaining a one-third interest in this propertv for hi« 
parent company entirely at the expense of the auxiliary companies 

nnl d v%™ e ™r e “ge ,ne nt- The Association instead of profiting 
only $ol),000 against the subsidiary companies will profit $280 000 
It must also be noted that the advertising by means of which’ Mr 
Degge has induced the public to buy the stock of the subsidiary 
companies, and so enabled him to realize these profits for his asso¬ 
ciation, has been filled with protestations that all of the several com¬ 
panies were sharing equally in the enterprise; that he was represent¬ 
ing only -the man who> puts up the money”; that his was the fairest 
and ”!® st equable investment organization in the West, and 
,u ) vas different from the others, that were run chiefly in the 
interest of the promoter or management; that there were no 
promoter s profits, and that lands were not bought at one price and 
turned in at another but were put in at the exact price paid the 
original owners, etc., as witness the statements quoted at length on 
page 49 in connection with the subject of Association Dividends 
Mr. Degge has also advertised with reference to those Gardens the 
■ these three companies (The Association, the Development and the 
Investment companies) are purchasing both real estate and mining 
property jointly and dividing the profits equitably.” (Advertise- 
ment in “Financial Review’" of September 1, 1908.) 

Since the investigation and these difficulties have arisen Mr. 
Degge has offered to stockholders of the Development and Invest¬ 
ment companies that the Association would repurchase their re¬ 
spective interests in the gardens at a profit of 10% on the amount 
that each was charged by the Association therefor. He states that a 
large number of responses have been received to the inquiries ad¬ 
dressed to the stockholders of these companies, and that the response 
is almost uniformly that those companies should retain their inter¬ 
ests. This offer is made in the Januarv-Februarv, 1909 issue*/ of 
“Success,” and the statements made there by Mr Degge in con 
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nection with that offer are significant. He claims such values for 
the property that anyone giving faith to his statements would 
scarcely be expected to do otherwise than retain his interest in the 
property, this otter has been made by Mr. Degge since these 
troubles arose and undoubtedly to serve his interest in de- 
58 fending his actions in relation to this transaction. It is 
equally as clear that the offer has been made without any 
real expectation or intention that it should be accepted. The treas¬ 
ury of the Association December 30, 1908, showed eash on hand of 
only $3,404.82 and a surplus of only $46,443. To rebuy the prop¬ 
erties at 50% profit to each of the subsidiarv companies would re¬ 
quire an expenditure by the Association of‘$187,500. 

M ithout attempting to decide the question as to the value of this 
land or what it may realize for the Development and Investment 
Companies, because 1 do not consider it necessary to decide that 
question in the view I take of the fraud involved in this transaction, 
it is nevertheless clear from the evidence that there is serious ques¬ 
tion, and it is doubtful, whether this land is of the value which Mr. 
Degge claims for it in defending himself of the charge of fraud 
in the sales to the subsidiary companies. Further, it is at least 
proven that there has been no such enhancement to the prompt time 
as to justify the prices charged the subsidiary companies. 


Profit of Wellington Association and W. W. Degge on Sale of 
Personal Holdings of Development Co. Stock. 

While Mr. Degge has advertised continuously that there has been 
no promotion stock in any of his companies, the Wellington Associa¬ 
tion was given «>00,000 shares (one-sixth of entire capitalization) 
of the Wellington Development Company for four mining claims 
of a nominal value, the auditor placing no cost to the Wellington 
Association^for such claims. The Wellington Association in April, 
1907, also bought of the Wellington Development Company 
59 350,000 shares of its stock at 10 cents per share. The public 

price for this stock at that time was 25 cents (See “Success,” 
March and April. 1907). The Wellington Association also bought 
an unknown quantity of Wellington Development Company stock 
from individuals at unknown prices, presumably under 10 cents per 
share. Of the said 8o0,000 shares, plus the unknow r n number 
bought of the public, the Wellington Association had up to June 
30th, last, sold all but 535,444 shares at a net profit to the Welling¬ 
ton Association of $49,746.59 and the 535,444 shares of that stock 
which it then had on hand had cost the Wellington Association, 
according to the audit of June 30. 1908, only $37,050.44 or a trifle 
over 6 9/10 cents per share, or about $16,493.96 potential profit to 
the Wellington Association on a basis of the minimum price of ten 
cents per share. In addition to those profits the Wellington Associa¬ 
tion charged the Wellington Development Company a commission 
on the sale to itself of the said 350,000 shares and 1&0,000 shares to 
Mr. Degge personally of 25%, amounting to $11,250.00 thus making 
that stock cost the Wellington Association 7 V 2 cents per share instead 
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of the minimum price of 10 cents. It will be seen that the Wellinc- 

^fi^ SS ? C j 77 °in^ a ^ e off tile Wellington Development Company a 
profat of $77,490.55, more or less, on the manipulation of that stock. 
Of those sales of Wellington Development Company held by the 
VV ellington Association about 2,200 shares were sold at 10 cents per 
share, eight or ten small lots were sold at 12 cents per share, and the 

balance of those sales were about one-half at 15 cents and one-half 
at 25 cents. 

60 rk Degge was given P er sonalty 500 shares of Wellington 
., m ^efopment Company stock and early in 1907 he bought of 
the Wellington Development Company 100,000 shares of that stock 
at ten cents, and from the public an unknown quantity of that stock 
at varying prices, presumably at less than 10 cents (in one case he 
paid o cents and he made an offer in another case of 4i/ 2 cents). 
Of the said 100,500 shares of Wellington Development Company 
stock purchased of the company by him, and given to him, plus the 
number of shares purchased by him from the public, he had on No¬ 
vember 18th last sold all but 3,100 shares. His ledger account 
showed for that date that he had sold and caused to be issued of 
hat stock held by him personally 113,300 shares. It will be seen 
that the number of shares he bought of the public were 15,900 nlus 
the number of shares subscribed for but not yet delivered on account 
of being paid for on the installment plan. The ledger account did 
not shoe the prices at which that stock was sold, but as near as could 

i?Q a ?oA a i lne< a ?[ lt ™ sold nt 25 cent8 Per share. Of the said 
113 300 shares sold by Mr. Degge the Inspectors found on a separate 

card index record of the sale of 56,850 shares, or 200 more than half 
which record showed that 58,600 shares were sold at 25 cents and 
only 2o0 shares were sold at 15 cents. Mr. Degge’s profit on the 
sale of the said 56,850 shares, on the basis of the minimum price of 
10 cents per share, were $8,502.50. If the other half 0 f his sales 
were on the same basis, as they evidently were, his net profits on the 
sale of his personal holdings of Wellington Development ' 
61 Company stock were $16,970, plus such further gain as he 
may have made by obtaining his holdings secured from the 
•public at less than 10 cents. Mr. Degge subscribed for his 100 000 
shares in January, 1907, at 10 cents; he sold it between March’and 
August of that year at 25 cents; but did not pay the Development 
Company until October and December, months after he had received 
his money from the public. At the hearing Mr. Degge made no 
denial of the charge that he had made such profits from the maniDu- 
lation of this stock. F 

Up to June 30, 1908, the Wellington Development Company had 
sold of its treasury stock, in addition to the said 500 000 shares 

on' 6 t0 the Well . i ."f ton Association, 1,850,620 shares for 
$181,644.00, averaging a little over 10 cents per share, beim? le« 
than 11 cents. All of the sales of Wellington Development Com¬ 
pany stock at 25 cents per share were made from Mr Degge’s per 
sonal holdings and the holdings of the Wellington Association the’ 
sales being mostly between March 1, 1907, and August 1, 1907 

5—2115a 
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during which period he did not make any sales of the Wellington De¬ 
velopment Company treasury stock. 6 

At the same time that Mr.Deggewas filling orders for Development 
Company stock at 25 cents with the private holdings of himself and 
the Association instead of the Development Company’s treasury stock. 
Ills advertisements indicates that he was selling treasury stock for the 
benefit of the Development Company. Theri was nothing to show 
, all<1 ,h ® Association were disposing of private holdings for 
i large profit and without benefit to the Development Company. 

ao 1 ® . ear ^bat he had indicated any such thing he 

b - would have been unable to realize such sales. That he ad- 
\ertised in such a way as to cause the impression that the 
Development Company was to receive the benefit of the funds sub- 
,h ® pubhc, ts shown for example by his advertisement in 
e - lining Investor ot June 1 /, 1907, where he represents that the 
Development Company required the funds expected to be realized 
from such sales to make large payment on the property, and to this 
end we are offering our present stockholders and those with whom 
we have been in correspondence the last opportunity of securing a 
block of W elhngton Development stock at 25 cents a share ” 8 

-' lr - Degge endeavored to excuse this manipulation of the sales of 
that stock to the personal benefit of himself and the Wellington Asso¬ 
ciation by saying that the treasury stock was over-subscribed and that 
it was necessary to sustain the price. However, if it was all sold it 
was not necessary to sustain the price, and as a matter of fact it was not 
all subscribed, as on June 30, 1907, after most of the sales had been 
niai.c at 2o cents, there was on hand in the treasury of the Welling- 

finn 0 i’ pl " ent f C . O i r, ‘ pany , 48 , 9,980 -“hares unsubscribed. Also of the 
3o0 000 shares of that stock bought by the Wellington Association 
of the W elhngton Development Company, 325,000 shares were 

fi^'wn 1 3S ,r tC “ A ? n V ! ’ at 10 cents P er -“hare when the pub- 
lic was sending in its subscriptions at 25 cents per share Degge thus 

selling that stock to the W elhngton Association at 40% of the market 

pnee, and m addition charging the Development Company a 25% 

commission on the sale, really getting for the Wellington Associa- 

tion that stock at / V 2 cents per share while the public were 

Paying ^ocents per share. Also if it were true, whicti itwas not. 

., , tha , 1 'j. e w gt< ^ Development Company stock was over-sub- 

for ^25 non n' 1 Mr D ®gg®, s «hscrihe for the Wellington Association 
for 32o 000 shares on April 13, 1907, and if such stock was really 

renl^ v nbed Why i'°^ ki not ilr Degge as President. Treasurer, 
General Manager and Director of the Wellington Association, have 

arranged with himself as President, Treasurer, General Manager and 

Director of the Wellington Development Company to have cancelled 

Either A, Cn wn" ° f . 325 ; 000 . sh ? re “ on A pril 13, 1907, especially as 
neither the W ellington Association nor himself paid the Wellington 

Development for such purchases until late in the fall of 1907’ 

n j„ n J ke ,“ Mini, ;g I™**"” of September 16, 1907, just after Mr. 
Degge had completed the large sales of Development Company stock 

J - of 1116 Assoc : latlon an<J himself to the extent of over 
$75,UUU, and in an advertisement offering pre-organization stock in 
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the Investment Company at 10 cents, he prominently set forth his 
photograph and beneath it printed in bold type: 

“I have positively never taken one cent of commissions on any 
transaction of this character, neither have I ever made any side deals 
for myself. I have given my full time to the interests of the Wel¬ 
lington System and the stockholders in this have shared and will 
continue to share equally with me in proportion to the interest which 
they hold. 

“This seems a remarkable statement to make. But it is true. And 
the results are satisfactory to me.” 

Comment is quite unnecessary. For further quotations of protes¬ 
tations of this tenor, which are to be found throughout the adver¬ 
tisements and circulars of this person, see those quoted in con- 
64 nection with the subject of Association Dividends, page 48. 

That Mr. Degge is from time to time continuing to buy 
stock of his subsidiary companies at low prices and reselling same to 
the general public by this advertising at large profit for himself, is 
indicated by letter produced at hearing, written by him December 2, 
1908, to a Denver stock broker, offering to buy Development and 
Investment stock at 4*4 cents a share, which stock he is now offering 
to the public in his advertisements at 11 and 12 cents (See “Success,” 
November, 1908. at 11 cents; Januarv-Februarv. 1909, “Success,” 
at 12 cents). 

The letter reads as follows: 

The Wellington Association. 

The Successful Dividend Payer. 

W. W. Degge, President. 

Home Officer, Boulder, Colorado. 

December 2, 1908. 

A. R. Grover, 171 Boston Building, Denver, Colorado. 

Gentlemen : I have a purchaser for from one to 5,000 shares of 
Wellington Development or Investment stock at 4 y 2 cents a share. 
You are hereby authorized to send me any part of 5,000 shares with 
draft attached to W. W. Degge care of National State Bank, Boulder, 
Colorado, if delivered w r ithin ten da vs. 

Yours truly, ‘ W. W. DEGGE. 

Mr. Degge neither denies that he had written or sent this letter nor 
offered any explanation whatever of it. 


65 Concealment of Loss by Development Company of $70,000 
on Mammoth Mine and “Fake” Dividend of Development 
Company. 

At about the time of the organization of the Development Com¬ 
pany, Mr. Degge wdth his associates formed the Wellington Lead- 
ville Mining and Leasing Company, for the purpose of acquiring 
and developing a property known as the Mammoth Mine, situated 
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Colora< ]°- Jhey organized the company with 1,000,000 

600 Of»n f t h t e h Pa n Va i 1 * ° f $1 o’ and di?tributed the capitalization 
i °° q° i’ e Dev . e,opment Con, Pany and the remainder to them- 

“kh; i - r . aS kn °T n " one of this stock has been offered for 

fori Inn nnn P I 0 "’ The Develo Pment Company, as consideration 

nf « nnM° 0 n are j’ was t0 ex P end ^ much as might be necessary 
of $o0,000 for the development of the property. A bond to Dur- 

Januarv r i0 89 inns ‘° S* P ? id onedlalf Jul y 19,'1907, and one-half 
Z ,^8, and i* ! ease to work the P ro P ert y for six years, 
Tvere obtained, None of the payments required by the bond to be 

made were ever made, so that no title has ever been secured to the 
property The lease contained the provision, among others, that 
any failure to work said premises with at least four persons under 
ground for a total number of ten days may be considered a violation 
of tins covenant; this clause is of the very essence of this contract.” 

I he Development Company snent upw ards of $50,000 working 
the property, w-hen it appearing that further expenditure was still 
required, Mr. Pegge and his associates agreed that, thev should 

an y° n ® te of * he T ir holdings 190,000 shares of the Leadville 

bb Mining and Leasing Company to the Development Com- 

panv for it to continue with the development work. Under 
such agreement the work was continued and the Development Com¬ 
pany spent altogether on the property some $71,615.11 (as shown 
H A L te coords examined by the Inspectors up to about November. 
190f. when the property was abandoned. As result of such ex¬ 
penditure bv the Development Company about 1,700 of ore was 
extracted. Such abandonment of the property forfeit are the lease 
Mr Deggeso admits in his answer to the Inspectors, and his asso¬ 
ciates and the lessors similarly advised the Inspectors. 

While this lease was the only asset of the Leadville Mining and 
Leasing Company, and its forfeiture thus rendered that stock worth- 
less Mr. Pegge has nevertheless continued since then to claim the 
stock of this mining company held by the Development Companv 
, , lar £ e yal« e and has earnestly endeavored to keep from the 
stockholders of the Development Companv the facts in regard to 
tho loss; and to deceive them he has carried on the books of the 
Development Company the Leadville Mining and Leasing Com¬ 
pany stock as a substantial a«set of the Development Companv Tn 
the audit of June 30, is shown a holding of 500.000 shares of thi< 

Xs4S0 e W U if° n ° f , f i 000 ? nd a r ‘; b00k P rofit ” on '^e of 

$16,884.80. \\ ith regard to the value of the shares of these various 

companies the audit company was eareful to say that “we have placed 
no valuation upon the assets of the books as shown bv Mr Deege’s 
entries. At the time of the investigation in November. 1908 
the Inspector called Mr. Degge’s attention to the fact that the 
6 ' Development Company had acquired an additional 190 000 
shares of the Wellington Leadville Mining and Leasing Com¬ 
pany stock which was not accounted for in the audit and in bis 
subsequent statement dated December 31, 1908. Mr Deece carried 
690.000 shares of this stock at the same price at which thf 500 0Q0 
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shares were carried in the audit of June 30, namely, $75,000. In 
his magazine “Success” for January, 1909, Mr. Degge publicly Ad¬ 
vertises that we are holding the Mammoth , up our sleeve until we 
can get a breathing space in our “expenditures,” and that work 
would proceed as soon as $50,000 could be spared to sink a shaft, and 
that it is confidently believed by those competent to judge that 
v\ hen we do this we will open up a million dollar property ” Mr 
Degge well knew the fraudulent pretenses of such statements, and 
can have made them for no other purpose than that of attempting 
to justify his past manipulations and for the purpose of selling more 
stock in the Development Company to innocent investors. 


Wellington Development Company Dividend. 

Mr. Degge in the early part of 1907 guaranteed in his advertise¬ 
ments and circulars for the sale of Development Company stock that 
the Company would pay a dividend in 1907 or that he would buy 
back from the purchasers of such stock their holdings at the price 
they had given. With the abandonment of the Mammoth mine in 
November, 1907, the stock of the Wellington Leadville Mining and 
Leasing Company became practically worthless as shown before, and 
instead of bringing into the Development Company (which Com- 

^ the stock ) a revenue from which to pay a dividend, 
oo it had lost to the Development Company over $70,000. As 

the Development Company had during* that time made no 
earnings except a few hundred dollars received for interest, lot sales 
rents, etc. and had incurred expenses greatlv in excess of its receipts* 
it was evident that instead of being able to pay a dividend it was 
really insolvent, but as Mr. Degge was obliged by his guarantee to 
pay a dividend or to buy back the stock at the purchase price as 
stated, he transferred from the Wellington Development Company 
to the \\ ellington Association 90,000 shares of such Leadville Min- 
l n Z gw} Leasing Company stock at 15 cents a share, thus realizing] 
$13,500 from which sum he paid on December 31, 1907, a dividend/ 
of one-half a cent per share on the Development Company’s Stock 
amounting to $11,123.85. He admits this dividend was paid from 
the sale of stock. Mr. Degge stated to the Inspectors that the 90 000 
shares of the Wellington Leadville Mining and Leasing Companv 
stock was transferred from the Development Company to the Well¬ 
ington Association on September 29, 1907, and the* certificates of 
stock are dated to the same effect. However, the journal and ledger 
entries of the Wellington Association show that this transfer took 
place on November 30, 1907, and both Mr. Degge and Mr Fiske 
his bookkeeper, infomied the Inspectors that those books were 
written up daily. It is thus shown that Mr. Degge well knew the 
illegitimacy of this transaction and attempted to cover up evidence 
of the same by ante-dating the stock certificates to a time when work 
was being done on the property. 

Mr Degge in his subsequent advertisements has repeatedlv re¬ 
ferred to this dividend of the Wellington Development Company as 
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a remarkable record and has continually used it as a reason 
89 why investors should buy stock in the Development Company. 

Examples of such representations are found in the Februarv, 
1908 “Success’’ where was published the following: 

“A Dividend Paver for 25 Cents.” 

ellington Development is the Company that broke all records 
in paying a dividend in the same year it was organized.” 

and in the June 1908, “Success” where was published the following: 

“The most remarkable achievement accomplished by the Welling¬ 
ton System is perhaps the splendid record made by Wellington De¬ 
velopment Company. Within the first year of its organization it 
paid a dividend of five per cent on the organization price.)” 

The fraudulency and deception of such representations is patent 
from the facts above stated. 

Mr. Dcgge’s actions in continuing to carry the Leadville Mining 
and Leasing Stock as a substantial asset of the Development Com¬ 
pany, his failure to make known to the stockholders the true facts 
in the matter, his payment of the fictitious dividend to escape his 
responsibility to rebuv the stock, and the holding forth of the pay¬ 
ment of that dividend as a remarkable achievement, are all plainly 
studied efforts to conceal the fact of the loss of over $70,000 on the 
Mammoth Mine, and to so deceive purchasers of that stock and to 
give color to the general representations that permeate his advertise¬ 
ments concerning the business capacity and ability of the manage¬ 
ment to produce splendid profits for stockholders. 


70 Claim* of Ownership of 2,000 Acres Patented Land at Lead¬ 
ville, Colo., and Venir Group. 

While attempting to develop the Mammoth Mine, Mr. Degge bar¬ 
gained with Mr. Tingley S. Wood, of Leadville, Colorado, to pur¬ 
chase the latter’s patented holdings of 2,000 acres in the Leadville 
district, including Mr. Wood’s and the Peters Estate’s interests in 
the Mammoth Mine. The information acquired by the Inspectors 
from Mr. Wood is to the effect that Mr. Degge was to pay approxi¬ 
mately $293,000 in instalments of $10,000 per month, or forfeit 
previous payments on default: that he paid $10,000 under that 
agreement on June 10, 1907, and $10,000 on August 10, 1907, and 
failed to make further payments; and that by the terms of the agree¬ 
ment Mr. Degge thus lost all equity in the lands. From the incep¬ 
tion of this proposition Mr. Degge widely advertised the “Leadville 
holdings” of the Wellington System, consisting of 2.000 acres “ac¬ 
quired by the Wellington Companies”; 

“Wellington System’s new purchase in Leadville”: 

“A Million Dollar Enterprise”: 

“The tremendous holdings possessed by this company”: 

“In one deal acquired almost 300 patented mining properties”; 


39 


W. \V. DEGGE ET AL. VS. FRANK H. HITCHCOCK, ETC. 

‘’The value of these assets cannot be questioned”; 
ton S°stem^ tented ACFeS ' Newly ac( l uired holding^ of the Welling- 

‘‘Think of the acquisition by one corporation of 2,000 acres of 
mineral territory in the heart of one of the world’s most famous 
mining districts”; 

“The fact that these properties are patented enables the Welling- 

ton System to hold these individual claims as long as thev wish with¬ 
out doing any work”; 


“A Very Remarkable Prophecy.” 


It is no exaggeration to sav that the properties of the Wellington 
system at Leadville, admirably situated as they are, should be able 
in time to produce a tonnage equal to one-half of the present 
/I output of the entire Leadville district, notwithstanding the 
fact that that camp now produces one-half the tonnage of the 
great State of Colorado.” 

These are extracts from advertisements inserted by Mr. Degge in 

)L e 1 ^ ln JrtA'-^T VeS ^ 0^ i , ^ enver > Colorado, on the following dates: 
May 1 1 ,190/ June 17 1907, July 8, 1907, September 2, 1907, Sep- 
tember 16, 1907, and October 7, 1907. 

A reading of these advertisements plainly shows a studied purpose 
to make it appear that the V ellington Companies owned these 2 000 
acres of patented ground splendidly located in the Leadville mining 
district, when as a matter of fact their equitv was very meager and 
subject to forfeiture at any time, and was in fact forfeited three 
months after the first payment was made. Mr. Wood stated that 
Mr. Degge appealed to him for some piece of ground for the $20,000: 
that he informed Mr. Degge that he considered that sum as liquidated 
damages for Mr. Degge’s failure to keep his bargain, and refused to 
convey any property for that consideration; that Mr. Degge then 
proposed to purchase Mr. Wood’s four-fifths interest in the Venir 
■“10up of patented claims, about 63 acres of undeveloped ground be¬ 
longing to Mr. W ood and included in the 2,000 acre proposition, and 
pay $8,000 additional, and that the conveyance was made on pav- 
ment of this sum. 


Mr. James A. Shinn, who acted as Mr. Degge’s agent in getting 
Mr. Wood to sell the Venir group to Mr. Degge for $8,000, in a state- 

*l e nL t0 • . ms P ectors corroborated Mr. Wood’s statement that 
$8,000 was paid for the Venir group and that Mr. Wood refused to 
consider the $20,000 as part of the purchase price on that 
group. 

72 In contrast with these facts relating to the acquisition of 

the four-fifths interest in the Venir group, Mr. Degge states, 
in January-February, 1909 “Success,” where he offers Development 
and Investment Company stock at 12 cents a share that* 
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Our Leadville Deal. 

m 

We Have a Valuable Property at Leadville Worth All We Have 

Spent There. \\e Have Proved Up a Valuable Ore Body from 

Which We Hope to Make a Million Dollars. 

W. W. Degge purchased for the Wellington System about two 
thousand acres of mineral property, in the Leadville district and 
made various payments on the same" amounting to $28,000 and if he 
had believed it to be for the best interests of the Wellington System 
he would have continued those payments and taken up all of that 
ground, but under the sensible and businesslike contract which he 
had made he had this big acreage, with the heavy expenditures con¬ 
nected therewith, divided into eight sections and provided a condi¬ 
tion wherein whenever he had paid for one of those sections he could 
take a deed for that section, thereby relieving him of forfeiture on 
account of not earn ing out the entire deal. 

When the time came for exercising his rights under the contract, 
Mr. Degge believed it to be for the interests of the Wellington System 
to select what he believed to be the best of these groups and let the 
others go in order to take care of the infinitely safer and more con¬ 
servative profit making properties, the 2,800 acres of land around 
Boulder, and after careful consideration and consultation with the 
directors of the Wellington System companies he took action and 
stands responsible for having done so and he has no hesitation what¬ 
ever in asserting that he is satisfied that every intelligent stockholder 
in the Wellington System will indorse his action in so doing as 
time has demonstrated that it is one of the best moves he ever 
made in his life and he has no apologies to offer to his critics or 
anyone else for having done what at the time he believed to be right 
and what time has demonstrated beyond the question of a doubt was 
right. 

Today the Wellington System owns the Venir group of mining 
claims which Col. James A. Shinn, a mining engineer of many years 
of experience in the Leadville district, savs in his judgment is worth 
$150,000.” 

Mr. Degge’s attorney attempted to show during the hearing 
73 tnai such an agreement or option existed between Mr. Degge 
and Mr. Wood and upon being asked to produce it stated that 
he did not have it with him and that “I would not bother myself 
about sending for the original option, and proving that we had an 
option to get a business property that we actually did get and paid 
for and got the property.” The Government denied the existence of 
such an option and although Mr. Degge was given two weeks to 
submit the same, with any other paper he might desire, it has not 
been produced. 

The Inspectors state that both Mr. Wood and Mr. Shinn advised 
them that the Venir group of claims was undeveloped and of un¬ 
proven value and that only the work necessary to secure a patent 
has been done on the property. Mr. Degge at the hearing submitted 
no evidence to substantiate this published representation that a 
valuable ore body has been opened up on the claims. 
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J* ^ thus be seen that the 2,000 acres of patented mining prop- 
a cquired by direct purchase” and “owned outright” bv the 
Wellington System, within a few months dwindled to a four-fifths 
interest in 63 acres of wholly undeveloped claims or prospects 

bv^tViZ ng *M at ( ew . montha > Mr - Degge spread broadcast 
nnr!h!c» >® f i h ?, “^ glowing representations of this “Splendid 
purchase, and it was largely through such representations that 

accomphshetf Development and Investment stock to the public were 

Mr Degge has since sold a one-third interest in the Venir eroun 

Ind^hor^^ DeV t° pmeDt Coi ? pany and the Investment Company 
and charged each company therefor $9,333.33. F y 

/4 Profits of Association from Sale of Miscellaneous Mining 

Claims to Subsidiary Companies. 

The only assets of the Goldfield, Manhattan and Midway Com- 
pames are mining claims acquired at their organization through the 
Association. Those claims have all failed to produce any revenue 
and are now closed down, as is admitted. The Associatioif obtained 
large blocks of stock of the subsidiary companies on account of these 

profite* 168 ’ fr ° m the re ’ Sale ° f Which t0 the public 11 has reali zed large 

Mr. Degge organized the Goldfield Company and sold to it from 
the Association five undeveloped mining claims in Nevada which 
had keen secured at a nominal expense. The Association received 
therefor 1 00,000 shares of the 1,500,000 shares which the Goldfield 
Company was authorized by its charter to issue; and the Association 

and a later^ou^ i'2^700^0o! 

a: jassssrsysr* ,h ' h “ 5 

At the organization of the Manhattan Company Mr Deeee se- 
rand for that company three undeveloped mining claims for whidti 

na e ^^on noo ai V Compan -I ( ca P ital of 1,000,000 shares at $1 each) 
paid 300,000 shares to the owners of the claims, 100,000 shares to 

the agent of the owners for negotiating the transfer, and 300,000 to 

the Association, lo June 30, 1908, the Association had realized 

from selling to the public from its holdings of this stock a 

/ •> ‘profit of $6,498.40 and still had on hand unsold $1 473 90 

as one of its “assets.” A profit of $3,000.00 is shown’ in the 

rhtfr JUne 3 ” ex P lain . ed a ? “. 0n Promotion of Manhattan 
Chief Company, which is not definitely understood but is believed 
to be from the Association’s sale of Manhattan stock for its Drivate 

Mr. Degge organized and promoted the Midway Company on the 
same basis as the Manhattan, 300,000 shares being given to the 
owners of six undeveloped mining claims in Nevada, 100,000 to 
their agent, and 300,000 to the Association, from sales of which the 
Association listed as a profit on June 30, 1908, $505 00 
In addition to the profits which the Association has made by so ac- 
6—2115a 
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S uiting and reselling the stock of these subsidiary companies under 
le same management, it has further realized a net profit of 25% of 
the amount paid by the public for treasury stock in each of these 
companies, the expense of said sales being charged up against said 
companies (see p. 56). The profits made by the Association from 
selling its stock of these companies and from its 25% commission 
compare with the amounts spent on development as follows: 

76 


Spent on develop¬ 
ment work. 

1 

Commission. 

' ___ 

Stock sales. 

Total profit of asso¬ 
ciation. 


Goldfield. 

I 

$11,799.26 

84,748.22 $5,372.95 

Manhattan. 

$10,121.17 

i 

| 

3,968.84 

$2,846.56 

! 

$9,496.40 

12,342.96 


Midway. 

w 



1,251.25 $395.62 j $505.00 900.62 


$17,019.35 .J. $23,364.75 


The preponderance of the profits of the Association from the pro¬ 
motion of these companies over the amounts actually spent on de¬ 
velopment work, clearly proves, I think, that the realization of that 
profit was the chief incentive for their creation and exploitation. 

At the organization of the Development Company Mr. Degge 
transferred to it from the Association four undeveloped mining 
claims in Nevada for 500,000 shares or one-sixth of that company’s 
entire capitalization. The audit company could find no appreciable 
item of expense connected with the acquisition of these properties 
by the Association, and, treating the exchange made on the basis of 
the shares being of the value of $1 each, allowed a profit to the 
Association of $4,995.55, or $5,000 less five directorship shares. 
As a matter of fact the Association has realized 15 and 25 cents on 
each of these shares which it has sold, and its real profit on 
77 this stock is best shown by the fact that it has received 
$49,746.59 from the sale to the public of this, with that of 
other holdings in this Company (see page 20). 

At the organization of the Investment Company Mr. Degge trans¬ 
ferred to it from the Association five undeveloped mining claims 
in Nevada for $10,000. The audit company likewise failed to find 
any appreciable item of expense connected with Association’s acqui¬ 
sition of these properties, and consequently stated the entire $10,000 
as profit. 
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i.nHo'i! ’* lese tilnes the parent and auxiliary companies were 
under the same management. F 

Th»? m th ?f facts , ha ™ been in any wise disputed by Mr. Degge. 

ne^dlv^at 1 !^ 6 f b l US adve ( r,isemen ‘ s Publicly dLlaimed re- 
jeatedly that an> of his promotions were being in any such wise 

nanv P “i at f h d ^ ‘ h ?. benaf5t of the managements anyScT 

ciation’s*dividemis*page P0nnect,0n "' ith the object of the Asso- 


Profits to the Association from Sale of Stock in Goldfield Tri-MetalUe 

Mining Company. 

of Pnl B rr Set ‘V, re * d n? r *b. e Wellington Association 438,000 shares 

d M l 5 m 1 i C Mo I,llng ColTI P ttn .V stock at a cost of $5,000 
(ee audit of June 30, 1908, and statement of December 30, 1908). 

bo far as is known the only assets of this Company were and are 

~o ™’ n , ln S claims of unproven value of Nevada. At the time 

* of the Inspectors investigation in November, 1908, Mr. Degge 

had disposed of a one-third interest in this stock to the In- 

rtevZnm»°r^ any ° r $ , 10 ’ 000 - At that time he claimed that the 
Development Company also owned one-third of this stock, but could 

produce nothing to the Inspectors to evidence such ownership. Since 

30 l’on« Wa T er ’ a n d ln l he ^temcnt published by him of December 
iy08 It is shown that he has sold one-third interest to the De¬ 
velopment Company for $5,000. 

S* non ^ gge K°f U ^ h Vr justif 7 the I ns P ec t°rs the profit of over 
$8,000 thus obtained from the Investment Company by claiming 

wLnm! V^ueof „ e . s l° cl 5 had been enhanced by considerable de- 
velopment work His books, however, failed to show that since the 
acquisition of the stock by the Association any development work 

•44 ? 0ne except the ex Penditure of $880.98. Mr. Degge ad¬ 
mitted that no revenue had ever been produced by this property ex- 

a few bundre d dollars of ore for samples. It is admitted 
tnat the property is now closed down and the records at Goldfield 
Nevada, show that in December, 1907, workmen filed liens against 
the property aggregating the sum of $1,223.50. At the hearing 
Mr Degge s attorney claimed that these liens had been satisfied 
aithough they had not been removed of record to save that expense 
to the Company. Despite Mr. Degge’s Admissions with respect to 
the failure of this property to produce revenue, that it is now closed 
down, and that liens were filed against it in December, 1907 he has 
advertised immense values on this property and that it was ’sacking 
$225 ore (see “Success,” May, 1908). ® 

7 Q • Tt W u be l een M . r ; I)e ^ e manipulated this stock 
/0 m such fashion that his inside corporation recouped its ex- 

, 4 . 1A P^ d j ture °J W,000 paid for this stock and obtained a profit 
of $10,000 from the subsidiary companies under the same manage¬ 
ment for two-thirds of the stock, and still has one-third of the stock 
on hand. None of these facts have been disputed by Mr. Degge. 
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Association Dividends. 

An inducement prominently advertised and circularized through 
the mails by Mr. Degge to sell stock in his several subsidiary com¬ 
panies relates to the payment of dividends by the Association. He 
~?®. P er -~istently advertised that the Association was paying large 
dividends to induce the purchase of shares in his other promotions 
where big or greater dividends were promised in the future. These 
statements are repeated again in the issue of “Success” (the promo- 

Vor?Q°^ gan Sent 0111 in * arge nunil3ers by Mr- Degge) of November, 
1908, in practically the same terms as heretofore, as follows: 

As the W ellington Association has made and paid 72 per cent in 
dividends for its fortunate stockholders in the past four and a half 
years, paying in that time in actual cash dividends the enormous 
sum of $58,205, so we believe, by reason of our greater experience 
and greater capital, we will accomplish greater results and make for 
e\ery stockholder in the Wellington System bigger dividends in the 
future. 

Another recent example is found in “The Financial Review for 
November, 1908, published at Saint Louis, Missouri. The adver- 
qa tisement i ? entitled “The New* W T ay,” occupies an entire page, 
80 and is devoted to soliciting the public to purchase of stock of 

the Investment Company at 11 cents a share. The following 
are some extracts: ** 

11c. vs. $1.00. 

The W ellington Investment. Company is being organized along 
the lines of the W ellington Association. Wellington Association 
stock is selling for $1 a share. 

The Association has paid 72 per cent in dividends in fifty-three 
months. 

Another Dividend. 

That’s the announcement that pleases your clients and make* them 
your friends. 

That’s the announcement that The Wellington Association has 
made consecutively every quarter since 1904. together with extra 
dividends at the end of the year. 

t e lb n &t° n Association will pay regularly quarterly dividends 

for 1909 as heretofore. 


Another Dividend Payer Organizing. 

The Wellington Investment Company, we believe, will be the best 
and most profitable investment on the market. 

Tul%\ 1 ? e 11 ^ e " efit °. f 0U F experience in our successful dividend 
paver, The W ellington Association. * * * 

• YJo he W *!! ingt0 ? Vestment Company fails to pav a dividend 
in 1909 we will purchase your stock back at the price you paid for it. 


COPY AVAILABLE 

4 * / 

from the original bound volume 
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The T«,it S ^ ee " Wellington Investment Companv- 

Interestmg and Profitable Reading for Conservative InZZ? 

careful?!- 1 thf! ^ ^ r ® aders of The Financial Review to read 
tained on‘this ZT'V* ^ , and , the general information con- 
that great “SucSl Dhfdend Payer°” a # b ° Ut 

ancHts most successful floatation, The Welling- 

ioL he ^ el - ingt ? n Association paid its first dividend Januarv 1st 

to nlv D " nn ? the four >’ ears s i nc e that time it has never once failed 
to pay a regular quarterly dividend, with an extra dividend at he 

endof the year, making a grand total of 72 per centpaidinfoSr 

mental •dnce ln *Tt?« Association has long since passed the experi- 
" 111 8 1 18 a . safe - conservative dividend paver with no desire 

pi ndid bush,els° f % Tf' h r ,g 8l,ffl0ie ! ,t ! one - v *0 handle 

The Coming Dividend Pay ex. 

HaV t fe o U Xiftn Ul tt/ aUnC t he< ! the Wellington Association and 

» yssssrfts? s 

ever accomplished i’n'color^o' 110 " e,llngton In vestment Company 

one hundred ‘thousand doUare com^^^ 1,1811 

Having splendid properties to develor thk ZW P 11 ^- 
assured for The Wellington Investment’ Company h SUC ° eSS 18 

Oet in With the Winners. 

Today presents to you the opportunity to net ,i, 

share. ' Y 8 Wellington Investment stock for 11 cents a 

Later it will cost you 50 cents or $1.00. 

******* 

We hope to make the business of The \\’,jI,, wv ,,, T . 
Company so plain that the most thoughtless investede» n Inv , est ™ en | 
and appreciate the fact that this company is dofnlml un . de . rstand 
a legitimate and money-making basis P ' g do minin g on 

The stockholders and clients of The Wpllino*^ , 

for four years seen the splendid work accomplished hTTh" |* aVe 
elation and are therefore best educated to mneH,? i.p j A . sso ' 

opportunity to b^T.t 

wth the organizers at the very low price of ll cents a ^hare on a 


46 


W. W. D£(i(i£ ET AL. VS. FILIN’K H. HITCHCOCK, BTC. 


stock which carries with it such evidences of safety as enables it to 
either assure dividends for 1909 or else refund your money. 

You have seen what The Wellington Association has done and is 
doing, what it assures its stockholders it will do for 1909. We have 
every reason to believe The Wellington Investment Company will 
do as well or better. 

******* 

.4 Truly Co-operative Company. 

Thus The Wellington Investment Company will be a truly co¬ 
operative company, giving (he Eastern investor who puts up his 
money, an even show with the man on the ground, thus practically 
assuring success for all. 

While The Wellington Investment Company will develop extra 
good prospects, or spend the necessary money to prove up such pros¬ 
pects, its principal business will be the handling of good properties 
with ore already in sight. 

Like The A\ ellington Association, The Wellington Investment 
Company will be run in the interest of its stockholders, they being 
the promoters, and every share of stock being placed in the treasury. 

******* 

Its Special Attractiveness. 

The Special attractive features of The Wellington Investment 
Company may be summed up as follows: 

1. It will be engineered and pushed to success by the same man¬ 
agement that has made “The Successful Dividend Payer” 
82 of the Wellington Association. 

* * * * * * * 

Get in With the Winners. 

Begin with the beginners. 

Remember: The Wellington Association is backing this stock. 
The Association has never failed to pay regular quarterly dividends 
since January, 1904, in which time it has paid 72 per cent. It will 
pay regular quarterly dividends in 1909. This stock is selling at $1 
a share. 

* * * * * * * 

Why throw your money away on wild cats when you can get in 
a safe, profitable Investment Company at the bottom price of 11 
cents a share. 

The Wellington Association has paid regular quarterly dividends 
since January 7, 1904. a total of 72 per cent, amounting in actual 
cash distributed to its fortunate stockholders of $58,205.55. 

T refrain for the sake of brevity from quoting more at length rep¬ 
resentations of this kind. They appear throughout the advertise¬ 
ments and circulars, from the commencement of the sale of these 



" coillinWRTT7VUUil XOIirpany ias x»«,v, ~-- 

tion, and with which these dividends have been paid, have been se¬ 
cured only by Mr. Degge’s manipulations of the subsidiary com¬ 
panies. The audit furnished the following particulars: 

Total profits from all sources to June 30, 1908. $227,348.25 

Profits diverted by Association from 
public’s payments to treasuries of 
subsidiarv companies (per table on 

page 6) .. $130,321.00 

Profits of Association by selling stocks 
of subsidiary companies for 
83 its private account (per table 

on p. 6). 68,328.99 

Rents from property, and other small 

items . 17,452.54 

Dividends on stock of subsidiary com¬ 
panies held bv Association. 11,245.72 

^ " - $227,348.25 


B%ST COPY AVAILAbUt 

th* origin*! bound volum# 










— v, * v "> ^v^iunuw i, iovo; 

viz Th Tl,) Ve \V»n!n'\ Syst f ra *? , oonl P°® e , d of three active companies, 
uz. flie Wellington Association, The Wellington Development 

Company and the \\ ellington Investment Companv. These three 
companies are purchasing both real estate and P mining properties 
jointly and dividing the profits equitably. g propenles 

paragraph 111 ”^ 0 " System may ** deseribed in the following short 

The W ellington System is the fairest and most equitable invest¬ 
ment company in the West. 4 lnvesl 

®' er J’ share of stock placed in the treasury—properties turned in 
at the actual price paid original owner. 


m»n n ^anization that represents first, last and all the time “the 
man who puts up the money.” 

forev^ d ona n r 0 p 8 aid ftinS inflUen ° e but demands a ful1 liar’s value 
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hi, h * s ‘! y earnestly represent the man who intrusts me with 
larsTor Mf fi “ than the desire to make a few dol 

KSih”? 'rfY”"”' •<’»»p..iTC z&rj Su 

Daily Mining Record, January 18, 1908: 

The big feature of the entire Wellington Svstem i* tw ™ 
corporation can detract from another 7 ^ no ° ne 

n Mining Investor, September 16, 1907 : 

\\ T oir^« 4 S th cf which President Degge has applied to the 

(7 Mining Investor, April 9, 1906: 
rio T spLkr ll iTh?m^ AS ^L ati0n haS n0 special deals > no blind P°° ls . 

no special scftemes. The management represents the Association 
sMktiom* ° f SeaS ° n ' ° Ur 6Very eff ° rt is given t0 "Pbuilding the As- 

Daily Mining Record, April 13, 1907: 

Mr. Degge’s success is consequent to the success of his comDanies 
for there is no rake-off or fat blocks of promotion stock toTkto 

h The V f te t ,, Here u e have the square deal ideall y carried out. ' 
Jbe facts stated in this memorandum show that these and like 

statements contained in the advertisements and circulars of this 

person are absolutely false, and made fraudulently with iritent tode 

thereon” 4 r8U<1 ‘ h<>Se f °° lish eD ° Ugh to ‘ he >» ^th and act 

V1 . . . At *be hearing, when these facts were brought out against 

86 b.m Mr. Degge made no denial of them. He scarXat- 
,• t f I ?P ted an >' explanation or justification, except in connec- 

C:^ 1S general Pl - a l t at des P ite the P rofits be hJ secured from 
' iti companies he believes the properties which he has 

■sold them will still produce a profit. 

The precise share of the dividends of the Association that have 

u?nlTi^ y , Mr ' Degge and his family is not known, nor has 

as i» P»n g L fl d i°! dvlse 7 16 ’ neither has he done so - Hsnea^ 1 1 

a^pear from Sfollowing: * approximatel y $20,00{/oS, as will 

The audit of the Continental Audit Company shows that 39 700 

“I ** “»- ws; .‘sy.a 7 ” 

to June oil, 190b, Ho,/20 shares of preferred stock had been RshpH 
at par, $1, making a total of 155,420 shares then outstanding On 
November 18 1908, Mr Degge advised the Inspectors that'there 
v ere then outstanding 156,020 shares of preferred stock. He fur- 

IntftwTm 1 o at the P ? f f e -T e j f l he , P referr ed stock was that it was 
entitled to 12 per cent dividends before the common stock received 

anything for rive years from the organization of the comnanv or 

through thc^yoiU' 1909, after which time the common and preferred 
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stock would share equally in any dividends that might be paid. 
While dividends of more than 12 per cent per year have been paid, 
Mr. Degge stated at the hearing that none of the common stock, all 
of which that has been issued is held by his wife, has par- 

87 ticipated in dividends. The dividends distributed up to 
June 30,1908, amounted to $58,205.55, and if either 15o,420 

or 156,020 shares participated the dividend would be only a little in 
excess of 37 per cent against the 72 per cent persistently advertised 
to induce the purchase of shares in other promotions. Mr. Degge, 
however, claimed to the Inspectors that preferred stock was sold to 
the public on the installment plan and did not participate in divi¬ 
dends until fully paid for. The Inspectors requested Mr. Degge to 
furnish them with a statement showing the number of shares that 
participated in each dividend, but he declined to do so on the ground 
that his records were in such condition that to do so would require 
expenditure of considerable time. If it be assumed that the aggre¬ 
gate dividends paid by the Association up to the Fall of 1908 have 
been 72 per cent on the preferred stock of the Association that par¬ 
ticipated as advertised, then the dividend received bv Mr. Degge and 
his family on their 31,250 shares of preferred stock has been greater 
than would appear from the statement that the outstanding pre¬ 
ferred stock is either 155,420 or 156,020 shares, but he has instead 
received at least $18,000 on the 25,000 shares that have been held 
since the organization, and depending upon the time that he and his 
family have secured the other preferred stock which now makes 
their holdings aggregate 31,250 shares, has received upwards of 
$22,500. 

When it was stated at the hearing that the portion of the dividends 
received bv himself and family aggregated at least these 

88 amounts, Mr. Degge neither denied it nor offered to show 
what he actually has received. His attorney instead merely 

argued that the fact that Mr. Degge did not take it all himself, but 
instead divided it with the others to whom he had sold Association 
stock, showed absence of intent to defraud. The answer, I think, is 
plain, that Mr. Degge’s plan to enrich himself through the Associa¬ 
tion from the subsidiary companies either came to him after he had 
organized and sold some stock in the Association, or else he feared 
to transfer the profits direct to himself as an individual and sought 
to make the diversion to himself indirect and only partly to his 
benefit, so as to render his purpose difficult, of proof "and he perhaps 
apprehended more easy to defend. 

In addition to his dividends on stockholdings, Mr. Degge each 
month pays to himself from the Association a salary of $250.00. 

Since the audit of June 30, 1908, which showed dividends paid 
amounting to $58,205.55. the statements published by Mr. Degge in 
his January-February, 1909, issue of “Success’’ show that the Asso¬ 
ciation paid a dividend of $6295.30 the last half of 1908, and de¬ 
clared on December 31, 1908, a dividend of $7,820.00 “paid Janu¬ 
ary 10, 1909.” These dividends are announced with great flourish 
of trumpets calculated to inspire further investments in stock of the 
subsidiary companies. The dividend of December 31, however, was 
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paid January 10, 1909” (although the announcement in “Success” 

«o rff 8 - n< v l i 80 state <* ln payable December 31, 1909 “or 

receivable as cash at any time as payment on account of stock 

vertised pS ” * fr ° m ^ Wellington System at Se Ad 


Cost of Financing Not in Excess of 25%, and 75% Invested for 

Benefit of Purchasers of Stock. 

that n Mr h De^e U fin«nn 1 advertis< r d Prominently concerns the claim 
ner cent' ce ?. co,1 2P anles promoted by him at a cost of 25 

benefit of^tltK ii 16 °H*i! r 75per « n t is judiciously invested for the 
onlfonrth s ? ockh . olders > three-fourths in real estate propositions and 

able^St ofTi^r^" 868 : He has al "’ ays ™ d c a condder- 
aote feature of this, advertising it as a great superiority of his svs- 

^nubTie to^v a e n t d pe ^ etUally holdi, 'g h out as an indueementto 
tne public to invest m his promotions. Examples of the«e renresen 
tations are found in the following extracts: repiesen- 

Success, November, 1908: 

By reason of the great confidence which the investing public gen- 

finl y ee tLt° Wn “ ^ W ? lling “>!> System, we have beenCbied to 
these companies at a total cost of 25 per cent, said 25 per 
cent covering every possible expense, including salaries of clerical 

expend' CrtlSlng ’ pnntlng ’ office rent, postage, and every possible 

Financial Review, September 1, 1908: 

r,a^?b e w^r ar8 ? ng c fr T 40 u 75 P er cent for financing com- 

pames, the Wellington System, by reason of its capable management 

its fairness and equity to its stockholders, is enabled to finance its 
companies at the remarkably low cost of 25 per cent. 

he Wellington System provides for the investment of 75 per 

m?n« a th ® T" ey recei X ed fo r st ock in safe real estate invest- 
mente and irngation enterprises. * * * The remaining 25 per 

Tning pmpertfei ge y SeC " ring and de 'cloping the v g ery test 
w T V^ rd 40 !}} e eo j. of hoaocing the promotions made bv Mr. 

c “ ,in »“ i i»- 
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Wellington Association. 


Money raised. Expense of raising. 


r Expense. $26,722.77 ^ 

Salaries. 17,284.95 

Advertising. 59,520.06 

$115,720.00 < Commission. 8,945.98 

Rent. 15.50 


L $112,489.26 

Percentage of Cost, 97 %. 

Wellington Investment Co. 


Money raised. Expense of raising. 

f Expense and in- 
| corporation. $110.00 

nza nr\ j Commissions, 25 % v. 

$78,0o8.00 -J t0 Association'. 15,611.60' 


$15,721.60 


Percentage of Cost, 20 %. 

Wellington Development Co. 
Money raised. Expense of raising. 

Expense. $1,097.70 

Commissions, 25 % 
to Association... 45,411.00 


$181,644.00 


Percentage of Cost, 25%. 


$46,508.70 


Money raised by the 
three companies of 
the “System,” $375,- 
422.00, at aggregate 
cost of $174,719.56, 
or from 46 % to 47 %. 


It will be noted that no advertising expense is charged against the 
Wellington Investment Company or the Wellington Development 
Company, although this item is found charged against every other 
company. Both the Investment and the Development companies 
were heavily advertised and circularized. This cost, therefore, must 
be comprehended in the item included under “Advertising, 
$59,520.06” charged against the Association. Consequently the 
average cost of financing the several companies of the system is from 
46 to 47 per cent, as against the advertised statement of Mr. Degge 
that it is not over 25 per cent. 
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91 « Th ® other companies included in the audit have been 

financed at a cost of from 63 to .139 per cent, as follows: 


25% com- 

Amount Expenses of advertising by which stock ® issi °n . to 
raised. was 8oId * al1 borne by subsidiary •Association Total 
company. J for selling rail 


stock, clear 


►tal cost of 
raising. 


$34,711.65 


| - - - 

Goldfield Mining Company. 

) Expense. $5,174.71 

Advertising. 5,556.67 

$4,748.22 

$10,731.38 


Manhattan Chief G. M. Company. 1 

' Expense. $1,320.58 

Advertising. 3,014.80 

$2,846.56 j 

$4,335.38 


; Midway Mines and Town Company. 

Expense. $1,020.42 

Advertising. 776.40 

$395.62 | 

1 

I 

j $1,796.82 

l 

Realty Company. 


Expense.. $2,640.54 

Advertising. 490.27 

$687.50 | 

$3,130.81 


$19,994.39 

1 .... 1 

$8,677.90 t 


$15,479.60 
81 % 


$7,181.94 

63% 


$2,192.44 

137% 


$3,818.31 

139% 

$28,672.29 


«os five 9 Q h i S j* subsidiary companies 

abotU ? 82% * 18186 $34,7116 ° for their treasuries, or a percentage of 

92 JSZ M Cg ff S at ‘ 0 ™ey stated for him at the hearing that 

92 when Mr. Degge advertised that the cost of financing the 

Wellington promotions was not in excess of 25% he did not 
have in mind these earlier promotions but intended the 7 statement to 
- the cases of the Development and Investment companiS No 

mmts qUa lfiCatl ° n ’ h ° Wever> is t0 1)6 found in th « published state- 

A i? C ? ses °* ‘K Development and Investment companies the 
Association s commission included the expenses of selling the stock, 
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but in all other instances the Association has charged all the ex¬ 
penses of the sale up to the, subsidiary company and in addition 
taken 25% of the total amount raised as its net profit, despite the 
fact that both the parent and the subsidiary companies were under 
the same management, and despite the protestations that there were 
no promoters’ special deals or schemes and that the investor shared 
in every profit open to the management, etc. All these earlier com¬ 
panies Avere projected on undeveloped mining claims sold by the 
Association at a profit to the auxiliary company, and all of these 
properties ha\ r e so far failed to develop any paying ore and are now 
closed down, as admitted by Mr. Degge’s attorney at the hearing. 
Consequently these concerns haA’e never been a source of profit to any 
one except to the Association, which exhausted the great share of the 
money raised for its expenses and commissions and left but an in¬ 
significant amount Avith Avhich to develop the properties, Avhich facts 
prove, I think, that the companies Av T ere created and manipulated 
chiefly for the profits the Association could derive from their pro¬ 
motion. 

That 75 per cent of the public’s investment in the subsid- 
03 iarv company has not all been invested for its benefit in 
lands and mines as claimed, is apparent from the facts here¬ 
tofore stated. The audit shoAvs that of the $246,713.65 paid by the 
public to the treasuries of the subsidiary companies, $130,321.00 has 
been diverted to the Association as “profits,” and that of some $120,- 
778.99 received by the Association and Mr. Degge from the public 
for stock bought by them of the subsidiary companies and resold 
to the public for their private benefit and profit, they paid to the sub¬ 
sidiary companies but $36,450.00 ($47,700.00 less the 25% commis¬ 
sion charged the Development Company as preAnouslv shown! and 
retained all of the remainder for their private profit. 


Mining Investments Successful. 

To inspire confidence in his capacity to earn large profits and thus 
induce the public to invest in his various promotions, Mr. Degge ad¬ 
vertises that his mining A T entures have been splendid successes,—for 
example, the folloAving extracts: 

Financial Review, September 1, 1908: 

Some years ago this enterprise Avas conceived by Mr. Degge. It 
wns the original intention to enlist the money of the stockholders 
in mining properties. Not the theoretical and visionary claims of 
the over-enthusiastic prospector, Avho always sees in his owm little 
hole in the ground the Eldorado of the world, but in claims and 
mines in actual operation and Avhich had actually proven their 
value, and which only needed a little money to become dividend 
payers. 

Several valuable properties Avere secured and the dividends, after 
all, the one great test, began to roll into the pockets of those 
94 Avho had become a part of the great Wellington System. The 
stockholders Avere perfectly satisfied with the returns they 
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Af?nA ^ Ut ^ r - w(\* not. He wanted to see it come 

h m Wo £ T* all > rht > but the m oney came too slow to suit 

to" ,h " “• '<”"*< “«S 

So Mr Degge launched into real estate. But he did not unit thp 

sssrs-KsiS sr™—« ct 

The Mining Investor, July 8, 1907: 

The Wellington System owns outright some of the most snhstan 
tial mining interests in Nevada and Colorado. The* aT/romt™ 
to time yielding splendid profit to the shareholders ^ 

e ™ e f nng ! be In *pectors stated that so far all of Mr. Degge’s 
mining \entures have been total failures anrl all om ^ i ® ] 

down, and that “Mr Degge stated tot (tLTnspelrs ZTheS 

never promoted or been connected with any mining enterprise that 

oX P tt U such“min’t 1 h 6VenUe *° Pay the cost of development; that 
, *- v ’ U o ,V \l ln ’ , lis reeen t ventures, had ever produced anv 

615 11 ore* of Mammoth —Producing after an expenditure of $71* 

Tri-MetaHic Co T ° f ab °^ $2 / 00 00 ’ and the other-th* 

in Metallic Co., of Montezuma, Nevada,—producing onlv a f PW 

Duffnto t arS W ° rth ° f - Sanip,e8 . and that practically Ml th*e money 

Ct eTnvestorl g ” C °T n M S fl P ro ") ated ° r mana g ed b > him had K 

of record to save that expense. The only assets of the Goldfield 
o- ^anhattan and Midway companies are the Nevada mining 
aims which were sold to each of these companies at the time 
.. eacb " as organized under the plan related on page 37 At 
the time these properties were so acquired bv each of these^subsidiarv 
companies they were undeveloped claims. ‘ They were not “cS 
and mines in actual operation and which had actually proven thrir 
value, and which only needed a little money to become dividend 
Payers,” and it is not true that “dividends, after all, Te one great 
test, began to roll into the pockets of those who had become a pmrt of 
the great Wellington System.” So far as shown these pro Jr ies 
have never earned anything, nor shown any value, andare now 

he°aring 0Wn ' N ° ne ° f faCtS W6re denied by Mr - De gg e at the 

The mining claims sold by the Association to the Development 
and Investment companies at the time of their organization^^-ere 

in^H ISe undevel °P ed °r prospect properties which I far have pro¬ 
duced no revenue whatever. At the hearing Mr. Degge mldeTn 

endeavor to show value in any of these properties, or that the above 
statements are not in all respects correct. 

“ ( h Th w S iv te !! ent c in . tbe “ Minin K Investor” of July 8, 1907 that 
the Wellington System owns outright some of the most substantial 

mining interests in Nevada and Colorado” and that “the4 are frnm 

time to time yielding splendid profit to the shareholde^” are abZ- 
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lute untruths. No mining property ever held by any of these 
various companies has ever produced for them, nor are they 
doing so now, “splendid” or any other kind of “profits,” but all 
have been non-producers. To say that these properties are 
98 among “the most substantial mining interests in Nevada and 
Colorado” is without the slightest foundation of fact. Mr. 
Degge has not attempted to controvert any of these facts. The 
only profits that have come out of these properties have been the 
profits taken by the Association on their sale to the subsidiary com¬ 
panies and from selling the stock of the subsidiary companies. 

Deals Disclosed. 

In his defense at the hearing Mr. Degge claimed that the facts in 
regard to the profit* taken by the Association from the Development 
and Investment companies in the Gardens transaction, and the fact 
that the Association has charged the subsidiary companies 25% 
brokerage fees for selling their stocks, have been published to his 
investors. He was requested to refer to the specific statements pub¬ 
lished by him to that effect. In answer to that request he referred to 
the issues of his promotion magazine, “Success,” of February, May, 
June. August and November, 1908. and February and April, 1908, 
and July and December, 1905, and to an undated circular entitled 
“Today.” With the exception of statements published in 1908 
when disclosure was made of these deals by certain mining papers of 
Denver between the publishers of which and Mr. Degge bitter con¬ 
troversy had arisen, the true facts in regard to his manipulation of 
the subsidiary companies to the profit of his inside company have not 
been revealed but have been carefully concealed and the con- 
97 trary repeatedly claimed. Such statements as Mr. Degge has 
been forced to make by the controversy mentioned have been 
put forth in such vague and evasive manner as to be calculated to 
confuse rather than enlighten the average investor in his promotions. 
Particularly is this illustrated by the fact that he has published the 
audit of the Continental Audit Company as a complete “vindica¬ 
tion,” when in fact that audit, intelligently analyzed, reveals his en¬ 
richment of his inside company, the Association, at the expense of 
the subsidiary companies. 

Mr. Degge*s Reputation. 

In answering these charges Mr. Degge has sought to show that he 
is a man of standing and good reputation. The records of this De¬ 
partment show that in January, 1898, Mr. Degge was removed from 
the position of Postmaster at Norfolk, Virginia, for embezzlement of 
$5,528.24 of the funds of that post office. Of that amount his 
sureties were obliged to pay $4,864.98. The defalcation was made 
good to the Government and Mr. Degge was not prosecuted. He 
thereupon moved to Colorado and since then, the Inspectors state, 
has been engaged in such promotions as are here shown. 

No effort has been made in the preparation of this memorandum 
to cover all the business transactions of these various companies, nor 
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% lwiV he probabl , e v »l«es of nil the properties which Mr 

„ glh r ess 

uracnea upon, the chief manipulations and transaction* of Mr 
Degge in the furtherance of what it is believe<l has been a fraudulent 
scheme conceived and operated by him. Consequently th” meS 
landuni should not be understood as covering evervthinir that has 
transpired with relation to these companies. ' ^ that ha ' 

^ ny argument on the facts in this case seems uncalled for Their 

cfsaw®- t ..i ihi..k u ssr. z jsz. 

fe e nrich°himself a ^ wkhob! ^ his subsidiary companies and 

tion (SJftiv to f hi nf lJ«^fi , tT , K e C °" ,p ? ny ’ ,hc W «Hington Associa- 
nf ♦i^ greatlJ 1 hlS b y securing and maintaining control 

of the management of the affairs of all of the various companies in 
his hands and using that situation for the purpose of ear^in^ 

and’ Ins' a*® 8 an , fl manipulations calculated tl> enrich himself 

“arj JompS ° f ,he ^holders of the subsid- 

the ^vertd^ames'of'well^S*' ’"V' er hi ? . owl1 hand and also under 

* 1 FFt :s ts 

Sect ion sMOdfl n'J 4 *n a i"' r 1 7' ’ K a n< ? promises, in violation of 
c,„,„ "v't" 3920 I l 041 of ,be Revised Statutes of the United 

W De JeXT!n- X i \“ f rauri ordor” be issued against said 

• ’ th f Wellington Association, the Wellington Develon- 
,*?“* C «mpany, the Wellington Investment Company and the Web 

Colorado^ VS * €m ’ 8n<1 the ‘ r 0fficers and A S ents as 0 «ch. at Boulder. 

R. P. GOODWIN, *" 
Amstant Attorney General. 


8—2115a 
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100 Supreme Court of the District of Columbia. 

Monday, December 20th, 1909. 

Session resumed pursuant to adjournment, Mr. Justice Wright 
presiding. 

* * * * * * * 

At Law. No. 52209. 

W. W. Degge, The Wellington Association, a Corporation; The 
Wellington Development Company, a Corporation, and The Wel¬ 
lington Investment Company, a Corporation, Petitioners, 

vs. 

Frank H. Hitchcock, as Postmaster General of the United States. 

"Respondent. 

Now come here as well the petitioners by their Attorney Mr. O. A. 
Erdman, as the respondent by his Attorney Mr. D. W. Baker, U. S. 
Attorney; whereupon, this cause comes on to be heard upon the pe¬ 
tition, rule to show’ cause, and answ’er of respondent, and having 
been argued and submitted, it is by the Court ordered that said rule 
to show* cause be, and it is hereby discharged, the petition dismissed, 
and that the respondent recover against said petitioners, the costs of 
his defense, to he taxed by the Clerk, and have execution thereof. 

From the foregoing the petitioners by their Attorney in Open 
Court, note an appeal to the Court of Appeals of the District of Co¬ 
lumbia, and, upon motion the penalty of the bond for costs on said 
appeal is hereby fixed in the sum of one hundred dollars ($100). 

101 Memorandum . 

December 21. 1909.—Appeal bond approved and filed. 


Directions to Clerk for Preparation of Transcript of Record. 

Filed Dec. 21, 1909. 

In the Supreme Court of the District of Columbia, the 21st Day of 

December, 1909. 

At Law. No. 52209. 

W. W. Degge et al. 
vs. 

Frank H. Hitchcock, etc. 

The Clerk of said Court will prepare transcript for District of Co 
lumbia Court of Appeals, including all papers in the case. 

O. A. ERDMAN. 
Attorney for Petitioners. 
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102 Supreme Court oflhe District of Columbia. 

United States of America, 

District of Columbia, ss: 

Columbia hereby certifv r H,pV he Supre "' e Coun of the District of 
104, both include to £ ! ,!■ fore S« ln 8 P««« numbered from 1 to 

~«4 ? JKStaJv zsfsrscss, i/vr 1 

?“ STS'CV™” S ° i 5 r“ *' 'limiS 

n , «i&. aie I etitioners and Frank* TT iTitnU. 1 

Postmaster-General of the United Gf fl f oc . •, u , * Hitchcock, 

remain, upon ,h, “ “>« “« 

7th day of February, A. D° 1910. hlngton > ln sa,d District this 

[Seal Supreme Court of the District of Columbia.] 

•10HN R. YOUNG. Clerk. 

103 In the Court of Appeals of the District of Columbia. 

At Law. No. 2115. 

W. W. Degge et al„ Appellants, 

VS. 

Frank H. Hitchcock, as Postmaster General. Appellee. 

At Law. No. 2116. 

Mytton Maury et al., Appellants, 

vs 

Prank H. Hitchcock, as Postmaster General, Appellee. 

Stipulation . 

SuT *"■ - *' X5 

DANIEL W. BAKER, /0r Appettantt - 

REGINALD S. HUIDEKOPER ^ 

Ass’t U. S. Att’y, D. C., 
Attorneys for Appellee. 

(Endorsed.) Nos. 2115 & 2116. W W Dpo-ctp m q i a n 
e V t»f a A k ^ H l tchc °t’ as Generaffand MytMau^ 

Endorsed on cover: District of Columbia Supreme Court No 

fretn,.*, 0.„,Xf fetinSswl "cSrfl .« 

of Columbia. Pilrf Feb. 7, 



